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The Miracle of the Bell 


FREEDOM RINGS 
By HARVEY C. JACOBS, Head, Program Department, Rotary International, Evanston, Illinois 
Delivered at Broad Ripple High School, Indianapolis, Indiana, November 6, 1956 


kind of task. I doubt if I could name a half dozen objects 
which hold more significance or more symbolism than a 
bell. Yet, in itself, a bell is a lowly instrument. 

Just when civilized man first learned that stone against 
metal or metal against metal, would make a pleasant sound, I 
do not know. But we do know that bells have played a fas- 
cinating role in the history of mankind. In early history, the 
people crudely fashioned small hand bells, some of them 
square and some of them closed like our sleigh bells. 

From the early ce turies of the Christian era, bells have 
been rung to proclaim news of joy or sorrow and to call the 
worshippers to prayer. Bells have sounded the alarm of the 
approaching invader and the news of the terrible fire. They 
have pealed in military victory and tolled in awful defeat. 

In the days of the walled city he who commanded the bell 
tower commanded the city, for by the sound of the bell he 
could rally his forces for defense or attack. No one could 
count the number of bloody engagements which have been 
rung in and out by bells. 

But the poets have been inspired by bells, too. There are 
the bells of Edgar Allan Poe .. . bells “keeping time, time, 
time ... in a sort of Runic rhyme . . . the loud alarum bells, 
brazen bells . . . what a tale of terror, now, their turbulency 
tells!” Harsh . . . loud bells. 

There there are “those evening bells” of Thomas Moore .. . 
“how many a tale their music tells of youth and home, and 
chat sweet time when last I heard their soothing chime!” Soft, 
reminiscent bells. 

And there are two reminiscent bells I must mention, too. 
One is the old bell in the little village church I knew as a boy. 
I can see the sexton now, a frail little man with a handlebar 
moustache, standing inside the big door and pulling the big 
rope which sent the bell-sound into every corner of the village. 


T* BE asked to help re-dedicate a bell is the pleasantest 


But the clearest picture I have of a bell is the one which 
called 25 or 30 assorted children—ages 6 to 16 and grades 
one through 8—to a one-room country schoolhouse. I can 
see the stern-faced schoolmaster standing at the door with the 
little “golden” bell in his hand, calling his reluctant crew to 
another session with the books. 

I hope you'll forgive this personal reference, but to me this 
little bell is the most symbolic of all. This bell speaks of a 
miracle attempted—and performed. I grant you that it is 
not the only bell that has told of miracles. Perhaps you, too, 
have thrilled at the sight of that historic bell in Philadelphia, 
as I did again last summer—the bell which broadcast the tid- 
ings of Independence and Freedom in 1776. But freedom has 
no meaning when there is no education. Only enlightenment 
can illuminate the dark areas of decision in a democracy. 

But I think I need not remind this group that universal 
education did not descend from on high in one fell swoop in 
this country. The concept that every man, no matter what his 
economic status, should help pay for the education of other 
men’s children as well as his own, that the man who was 
thrifty and hard-working must help pay for the children of 
the poor and the shiftless—this was a concept not easy to 
come by. Such an idea smacked of injustice, of infringement of 
personal liberties. 

An equally hideous idea, to many discerning citizens, was 
that everybody should be educated. When I talk about the 
struggle and the drama in the historic clevage about the philos- 
ophy of education—and especially when I talk to young peo- 
ple—I can only hope that some of you will be so concerned 
about this priceless heritage you enjoy that you will take the 
time, somewhere along the line, to study a bit of the back- 
ground of this fascinating and thrilling story. 

From the beginning, in the United States, there was not 
only the Hamiltonian concept of government but also the 
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HARVEY C. JACOBS 


Hamiltonian concept of education—education for the few. It 
was well summarized by one early writer who said: “Gentle- 
men, I hope you do not conceive it at all necessary that every- 
body should be able to read, write and cipher. If one is to 
keep a store or a school or be a lawyer or physician, such 
branches may, perhaps, be taught him, but if he be a plain 
farmer or mechanic, they are of no use, but rather a detri- 
ment.” 

Another equally sincere gentleman wrote: “The peasant 
must labor—during the hours of the day which his wealthy 
neighbor can give to the abstract culture of the mind—other- 
wise the earth would not yield enough for the subsistence of 
all; the mechanic cannot abandon the operation of his trade 
for general studies...” 

You see, ours was a mixed heritage from the mother coun- 
try. There was the abiding love of freedom and knowledge, 
but there was also another kind of heritage typified by such 
remarks as those from a Britisher sent to govern Colonial Vir- 
ginia: “Thank God there are no free schools and printing, and 
I hope there will be none these hundred years, for learning has 
brought disobedience, heresy and sects in the world, and print- 
ing has divulged them and other libels against the best of gov- 
ernments. God keep us free from both.” 

May I say in deepest reverance that we should thank God 
that for every Alexander Hamilton there was a Thomas Jeffer- 
son—for every Sir William Berkeley there was a John Peter 
Zenger—for every Cotton Mather there was a Benjamin 
Franklin. Al] these men made their own special kind of con- 
tribution to our heritage, but—thank goodness, our direc- 
tions, generally, have been charted by men with deep faith in 
humanity—men who fought an unending struggle to build 
government—and schools—around humanitarian patterns. 

Handed a tradition of rigidity, you see, our forebears found 
it difficult to become flexible in their outlook. The frontier 
was ruthless and untamed, and the early schools grew out of 
their environment. The foundation of traditional education 
was Latin, but men like Benjamin Franklin said that the 
foundation should be English. Franklin advocated that the 
serious student become familiar with the great English writers 
—Swift, Pope, Addison, Locke, and Milton—and the classi- 
cal writers, in translation. “Thus instructed,” Franklin wrote, 
“youth will come out of this school, fitted for learning any 
business, calling, or profession . . . and though unacquainted 
with any ancient or foreign tongue, they will be masters of 
their own.” 

Now I'm sure that if Benjamin Franklin were living in this 
atomic age he would favor foreign languages in high school 
and college, but the point is one of emphasis: the student 
should be master of bis own tongue. Here, you see the very 
beginnings of an American heritage in education. 

And Ben Franklin also had some comment on the reading 
techniques of his day, and what insight he showed! How 
timely are his remarks! “When our boys read English to us,” 
he said, “we are apt to imagine they understand what they 
read, because we do, and because ‘tis their mother tongue 
But they often read as parrots speak, knowing little or nothing 
of the meaning .. .” Isn't that a timely answer to many of 
our critics who would take us back down the road, instead of 
ahead to more progressive methods? 

No enlightened person would minimize the importance of 
discipline and self-discipline, but may I remind you that a 
part of the miracle which has been wrought, is the creation 
of a school system which is built around the needs and de- 
sires of children. 

But such a system is a confounding and challenging one. 
The persons who say it can’t be done will never lack evidence, 
if they search long enough. They have never lacked evidence. 
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During the 1930's and 40's and 50's the battle over how we 
should educate and how many we should educate divided our 
people as nothing has divided them except slavery. It divided 
families, broke up towns, defeated politicians. Cities buzzed 
with controversy about the enforcement of the new school laws 
which were being passed. In many places it was more than 
just a battle in the legislative halls. In one state it was openly 
advocated: “Enforce the school law at the point of the bay- 
onet. 

But in most states the cause of reason and justice won. 
There were educational statesmen like Horace Mann, Froebel, 
Barnard—and in the south such a man as Calvin Wiley, and 
in Indiana Caleb Mills—who carried the burden of the 
struggle. 

Every Hoosier—and others, too—should konw something 
o: the great New England-born scholar, Caleb Mills, an or- 
dained minister who came from the East to head up a tiny 
little school in Crawfordsville—later called Wabash College. 
After completing his formal education, Caleb Mills had 
toured Indiana in the interest of the Sunday school movement, 
and his heart was moved by the natural beauty of Indiana 
and especially by the warmth and spirit of the people who were 
settling in this wilderness. He stayed at Wabash College for 45 
years, toiling all the years for the cause of education in Indiana. 

You might classify Caleb Mills as among the first “lobbyists” 
in Indiana, for it was he who, in 1846, when the state legisla- 
ture was in session, wrote a small pamphlet for each legislator. 
It was called “Education and the Schools of Indiana” and it 
was signed by “One of the People.” In simple, humble terms 
it told the story—a sorry story—of Indiana's schools. Five of 
these pamphlets appeared at five successive legislative sessions, 
and they were appraised as being mostly responsible for 
Indiana’s setting her feet on the high and solid road toward 
superior schools. Caleb Mills, more than any other man, gave 
us our schools in Indiana. 

I wish that you and I had more time to become familiar 
with these and hundreds of other men and women who used 
their strength and their vision to give us an educational system. 
Such a study would not only give us a deeper appreciation of 
what we have but, even more important, would help to give 
us perspective when we face the fateful and discouraging 
problems of this decade. 

Today, in several places in this nation, men—sincere, dedi- 
cated men—are diligently seeking ways to destroy or circum- 
vent the public school system. In a few places they will suc- 
ceed. But the inexorable sweep of reason and justice will not 
be long diverted—#f we zealously guard the principles of free- 
dom to know for all people, if we do everything in our power 
to implement and improve the system which has made us 
great, and #f we have the wisdom and strength to preserve the 
miracle that has come to us. 

The heart of this miracle, you see, is the accomplishment 
of what many have called—and some still call it—an impos- 
sible task: the attempt to educate ALL school-age persons, 
regardless of social or economic status, and no matter what 
their creed or color or race. Granted, that we have accom- 
plished this in our nation with varying degrees of success, 
but no other nation ever has attempted to educate on such a 
gigantic scale—upwards of 37 million youngsters in school to- 
day. One of the by-products of our educational system is the 
fact that more than 50 million Americans are currently regis- 
tered in some form of adult education systems. This is another 
incredible value accruing from this miracle. No other nation 
has ever dreamed about fitting its educational system to the 
needs of so many people. 

Freedom in any area is a severe summons—and I think that 
the freedom to know, to learn, to probe the mysteries of the 
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universe, is the severest of all. Likewise, the freedom to teach 
lays down the severest responsibility of all. I hope the day 
is rapidly approaching when teachers are appreciated for what 
they are—the persons who shape our tomorrows—and that 


they are so recognized in position and salary. It is the teacher 
who is the maker of the actual miracle I've been talking about: 
the discovering of the fertile mind, planting the seeds of 
knowledge, cultivating them, and bringing them to a glorious 
harvest of ideas. 

If you have read Russell Janney’s book, The Miracle of the 
Bells, you may recall an extraordinary scene in it. A movie 
press agent has fallen in love with an actress, a poor Polish 
girl from a Pennsylvania mining town, and she dies while 
making her first great picture. Before she dies she tells him 
that she wants to be taken back to her home town, that she 
wants her funeral in a little church there, and especially does 
she want to be able to pay for the ringing of the bells in the 
church tower. Then, she explains that when her father died, 
many years ago, the family did not have sufficient funds to pay 
the sexton to ring the church bells. Will he pay the extra 
amount so that the bells might ring for her father, too? 

Once back in the little town, the press agent came up with 
the idea of asking all of the churches in the town to ring 
their bells in honor of the girl. Some thought it a crazy scheme, 
but they set about to ring the bells of the four churches in 
unison ... not for five minutes, as the girl has requested, but 
for four days—if the press agent could raise the money. The 
money is raised—and the bells toll for four days. 

To recount all the “miracles” which resulted from this 
unorthodox scheme would take much too long, but, among 
others, selfishness—for the moment—was totally overcome, 
as were greed and petty differences. Hidden capacities were 
discovered, people accomplished things they could never have 
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done before; in short, a whole new community was born as 
the bells washed away the limitations of yesterday. 

So many incredible things happened that the Bishop came 
from afar to call at the little church. As he walked outside 
again, amid the hundreds of people who had gathered to hear 
the bells, he said: “Oh, I do like the ringing of those bells! 
They may be ringing for the dead, but life is here, gentlemen, 
and they are a joyful sound. Why do we in America always 
associate church bells with somber thoughts? Bells are happy! 
They mean happiness!” 

Then he looked up again at the bell tower of St. Michael's. 
“Is not that sound a miracle!” said the Bishop. “Our churches 
are filled with these lovely singing voices and they are too 
seldom heard. We might have less preaching and more singing 
of those bells. I think I am going to propose that our bells be 
rung for several hours on Easter and Christmas—even on 
days of lesser moment. And certainly on our national holidays. 
The Fourth of July. The birthday of the great Lincoln. The 
very swinging of the bells means liberty. Their voices cry 
Freedom .. .” 

Yes, freedom is a precious thing today. Those who have it 
cherish it; those who fear it, want to destroy it; and those who 
don’t have it, will still fight for it. 

I wish that for one day—just one whole day—the bells in 
the tower of every school in this land could be rung to pro- 
claim the accomplishments of a real miracle. This day would 
not only tell of the glorious miracles of the past, but it would 
herald the approach of even greater ones to come. 

Yes, those bells—and the one we rededicate here today— 
cry freedom, freedom to study, to learn, to teach, to explore, to 
develop. I would place this bell and what it symbolizes among 
our historical treasures—to be revered and, above all, to be 
preserved. 


The Roots of Recent Events 


POLAND, HUNGARY AND EGYPT 
By JOSIP BROZ TITO, General Secretary of The League of Communists of Yugoslavia 


Delivered before the Acting Body of the League of Communists from Istria at the Yugoslav People’s Army Club, Pula* 
Yugoslavia, November 11, 1956 


on Brioni, while I am undergoing medical treatment, 
to come to you and present to you our outlook upon the 
international problems which today are very tangled. 

You read newspapers, but newspapers cannot present every- 
thing and illuminate it comprehensively, and particularly the 
causes are not illuminated in them of what is today happening 
in Hungary, as well as in Egypt, where it came to Israeli- 
French-British aggression. The situation today is considerably 
tangled and we cannot say that a certain danger does not exist 
of major conflicts developing, but the peace-loving forces in 
the world, among which our country also belongs, have demon- 
strated in the United Nations that with their persevering and 
indefatigable efforts they can reduce the possibility of inter- 
national conflict and have already conduced to the world’s be- 
ing able to hope that peace will still be preserved. 

Before all else, I would like to deal with what is happening 
today in Hungary and what took place in Poland, so that we 
may have an accurate idea of those developments, which are 
very complicated, notably in Hungary, where it came to a 
large part of the working class and progressive men fighting 


Y{ exon, I expressed the desire to profit by my stay 


*Text of the address as published in “Borba” of November 16, 1956. 


with arms in their hands on the streets against the Soviet 
armed forces. When the Hungarian workers and progressive 
elements began with demonstrations and next with their re- 
sistance and armed actions against the Rakosy method and 
against the further prosecution of this course. I am deeply 
convinced that one could not then speak of counter-revolu- 
tionary tendencies. One can say that it is regrettable and tragic 
that reaction was able to find a highly fertile soil there and 
to gradually divert matters into its own waters, taking ad- 
vantage for its own ends of the justified revolt which existed 
in Hungary. 


THE ROOTS OF THE EVENTS IN POLAND AND HUNGARY 


You are aware in the main of the causes which had led to 
the events in Poland and Hungary. It is necessary that we go 
back to the year 1948, when Yugoslavia was the first to give 
an energetic answer to Stalin and when she said that she de- 
sired to be independent, that she desired to buiid her life and 
socialism in accordance with the specific conditions in her 
country and that she was permitting no one to interfere in her 
internal affairs. Of course, it did not then come to an armed 
intervention, because Yugoslavia already was united. Due to 
the fact that we had liquidated their main force already during 
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JOSIP BROZ TITO 


the course of the People’s Liberation War, the various reac- 
tionary elements were not able to carry out different provoca- 
tions. Second, we had a very strong, unified and monolithic 
Communist Party, steeled in both the prewar period and dur- 
ing the People’s Liberation War, we also had a powerful and 
steeled Army, and, most important, we had a unity of the 
people personifying all this. 

Once the truth about our country had won and the period 
of normalization of relations with the countries which had 
severed relations with us after the ill-famed revolution had set 
in, the leaders of Eastern countries expressed the desire that we 
no longer mention that which had been done towards us, that 
we let bygones be bygones, and we accepted this only so as to 
have the relations with those countries improved as soon as 
possible. But you will see later that it is indeed necessary to 
remind certain men who today again are beginning to vilify 
our country and who stand at the head of communist parties 
in the Eastern countries, and even in certain Western countries, 
of what they had been doing towards Yugoslavia during these 
last 4-5 years, and even longer, when Yugoslavia had stood 
entirely alone face to face with the huge propaganda apparatus, 
when we had to struggle on all sides to preserve the achieve- 
ments of our people’s Revolution, to preserve that which we 
already had started to build—the foundations of socialism— 
in one word to wipe off the disgrace which they had wanted to 
inflict upon us by sundry slanders and to prove where the real 
truth lay. We should remind them and state that these same 
men had then in all possible ways denounced our country that 
it was fascist, that we were blood-thirsty men and that we were 
destroying our people, that our working people was not with 
us, etc. We should warn them to remind themselves and to 
keep this in mind today when they again wish to shift the 
blame for the events in Poland and Hungary on our shoulders. 
This perfidious tendency originates from those hard-bitten 
Stalinist elements who in various parties have managed to 
still maintain themselves in their posts and who would again 
wish to consolidate their rule and impose those Stalinist tend- 
encies upon their peoples, and others even. I am going to 
revert to this later: Just now I only wish to tell you that 
today we must view the events in Hungary in the light of 
that whole development. 


IT Is A QUESTION NOT ONLY OF CULT OF THE INDIVIDUAL, 
BUT OF THE SYSTEM WHICH HAD MADE POSSIBLE THE 
CREATION OF THE CULT OF THE INDIVIDUAL 


On its desire and initiative, we have normalized our rela- 
tions with the Soviet Union. When Stalin died, the new Soviet 
leaders saw that, thanks to Stalin’s foolishness, the Soviet 
Union had landed in a very difficult situation, in a blind alley, 
where both foreign and internal policy is concerned, and, 
thanks to his nagging and the forcing of his methods, in other 
countries of people’s democracy as well. They grasped as to 
where lay the main cause of all those difficulties and at the 
Twentieth Congress they condemned Stalin's acts and his up to 
then policy, but they mistakenly laid the whole matter as a 
question of cult of the individual, and not as a question of 
the system. And cult of the individual, in effect, is the product 
of a system. They did not join battle against that system, or in 
so far as they did they did so rather tacitly, saying that on the 
whole everything had been all right but that of late, because 
Stalin had grown old, he had started to be a little foolish and 
to commit different mistakes. 

From the very beginning we had been saying that here it 
was not a question of the cult of the individual alone, but of 
a system which had made possible the creation of the cult of 
the individual, that therein lay the roots, that this is what 
should be struck at incessantly and tenaciously, and this is the 
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most difficult thing to do. Where are those roots? In the 
bureaucratic apparatus, in the method of leadership and the 
so-called “uniformity” and in the ignoring of the role and 
aspirations of the working masses, in different Enver Hoxas, 
Shehus and other leaders of certain Western and Eastern 
parties who are resisting democratization and the decisions of 
the Twentieth Congress and who had contributed a great 
deal to Stalin’s system consolidating itself, and who today are 
working on having it revived and continue to sway again. 
Therein lie the roots and this is what wants correcting. 


THE Moscow DECLARATION IS INTENDED FOR A WIDER 
CIRCLE OF COUNTRIES BESIDES YUGOSLAVIA AND 
THE SOVIET UNION 

As far as we are concerned, we have gone a considerable 
way in the relations with the Soviet Union. We have improved 
these relations and have concluded a whole series of economic 
arrangements, very useful for us, on very favourable terms, etc. 
Two declarations also had been adopted, one in Beograd and 
the other in Moscow. Both these declarations should actually 
have a significance not only for our mutual relations, but for 
the relations between all socialist countries. But, regrettably, 
they have not been thus grasped. It was being reasoned as 
follows: good, since the Yugoslavs are so stubborn, we shall 
respect and implement those declarations, but they do not 
concern others. Because the situation there after all is a little 
different than in Yugoslavia. Yugoslavia is an organized and 
disciplined state. The Yugoslavs had demonstrated their worth 
for even in the most difficult hours they had succeeded in 
holding their own and did not permit restoration of the 
Capitalist system, etc., to wit, they are something else than 
you in the Eastern countries are, where it is ourselves who had 
brought you into power. And this was wrong. Because those 
same elements who in 1948 had provoked such a resistance of 
Yugoslavia also live in those Eastern countries, in Poland, in 
Hungary, and even elsewhere, somewhere more and some- 
where less. At the time when we were creating the declaration 
in Moscow on our party relations, mainly on the relations be- 
tween the League of Communists of Yugoslavia and the Com- 
munist Party of the Soviet Union, this was going with a little 
difficulty. Here we could not completely agree, but even so a 
declaration was adopted which, in our view, was intended for 
a wider circle besides Yugoslavia and the Soviet Union. We 
had been warning that these tendencies which earlier had pro- 
voked such strong resistance in Yugoslavia existed in all 
countries and could some day manifest themselves in other 
countries also, when this would be far more difficult of cor- 
recting. 

You know that Khrushchev has been here for a rest. On that 
occasion we had conversations both here, and even much more 
in Beograd. Since I and comrades Rankovic and Pucar had 
been invited to Crimea, we went there and continued the 
conversations. We saw that in respect to other countries the 
matter would go with some difficulty, because the Soviet 
leaders have other attitudes in respect of other countries, since 
with them there had existed a certain mistaken and defective 
outlook upon the relations towards those countries, towards 
Poland, Hungary and others. But this we did not take so 
tragically, because we saw that this was not the attitude of the 
whole Soviet leadership, but only of one part, which to some 
degree had imposed this attitude upon the other part. We saw 
that this attitude had been imposed by those men who had 
generally stood, and still always stand, on Stalinist positions, 
but that nevertheless there were possibilities of those elements 
winning in the leadership of the Soviet Union by inner evolu- 
tion who were in favour of a more forceful and quicker de- 
velopment in the direction of democratization, of abandon- 
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ment of al! Stalinist methods and the creation of new relations 
between socialist states and that the development in this di- 
rection would also proceed in foreign policy. From certain 
signs, and also from the conversations, we saw that those 
elements were not weak, that they were —_ but that this 
inner process of development in a progressive direction, in the 
direction of abandoning the Stalinist methods, was being 
hampered, on the part also of certain Western countries which, 
with their propaganda and incessant reiteration of the need 
for “the liberation” of those countries, are interfering in the 
internal affairs of those countries and hindering the rapid 
development and improvement of the relations between those 
countries. For the Soviet Union deems, in view of the fact 
that such interference in internal matters had assumed fairly 
wide proportions in propaganda on the radio, the sending of 
material by balloons, etc., that it could come to awkward con- 
sequences if they completely abandoned those countries and 
granted them, say, a status such as Yugoslavia has. They fear 
that in such countries it could then come to the victory of 
reactionary forces. In other words, this means that they have 
not enough confidence in the internal revolutionary forces of 
those countries. In my opinion, this is wrong and the root of all 
the subsequent mistakes lies in the insufficient confidence in 
the socialist forces of those peoples. 


OuR COUNTRY HAS BEEN ACTING VERY POSITIVELY 
AND USEFULLY 

When it came to the Poznan incident, which you are fa- 
miliar with, among the Soviet men there occurred a sudden 
change of attitude towards us. They started to grow colder. 
They thought that we, the Yugoslavs, were to blame for that. 
Yes, we are to blame for being alive in this world, for being 
such as we are, for having created a Yugoslavia such as she 
is, because her acts reverberate even beyond our country. Even 
if we did not desire it, our country still acts, and she does so 
very positively and usefully. Thanks to the fact that there 
still remained in Poland, in spite of all persecutions and 
Stalinist incthods of destruction of the cadres, a hard core of 
leaders with Gomulka at their head, who at the Eighth Plenum 
managed powerfully to take matters in their hands, to boldly 
put their stamp on the new course, that is, the course towards 
democratization, towards their full independence but also for 
good relations with the Soviet Union, to resolutely offer 
resistance to interference in their internal affairs—thanks to 
this in Poland there did not come to the expression of the 
reactionary forces which certainly exist and which had hoped 
to come to the surface in a conflict among Communists. 
Thanks to the mature reasoning and attitude of the Soviet 
leaders, who ceased to interfere at the right moment, matters 
in Poland have considerably stabilized themselves for now 
and are developing fairly well. 

I cannot say that this positive development in Poland which 
is very similar to ours has met with much joy in the remain- 
ing countries of the “socialist camp,” No, it is being criticised, 
and then rather stealthily and among themselves, but to some 
extent openly as well. Among these countries Poland did not 
meet even with as much support as she found among the 
Soviet leaders, who had agreed to such an attitude of Poland’s. 
Among those various leading personalities in some countries 
of the “socialist camp,” and even among some communist 
parties in the West, Poland did not meet with understanding 
because Stalinist elements are still always sitting there. 

When that would-be professor of history holds a lecture in 
France and says that Yugoslavia is a sly agent of imperialism, 
when men are sitting in the Communist Party of France who 
at such a tragic and difficult time also are coming out with 
such grave accusation before hundreds and hundreds of people, 








can this constitute a guaranty that the cause of socialism 
would go correctly developing in the future? It cannot. For 
such excesses of such irresponsible and decadent elements the 
leaders of that party are to blame. Or, for instance, when such 
a would-be Marxist as Enver Hoxha, who only knows to 
utter “Marxism-Leninism” and not a word more, writes an 
article about Yugoslavia, without reference to her but hitting 
out at Yugoslavia and Poland, in which he resolutely condemns 
the tendencies of one’s own path and development in accord- 
ance with the specific conditions and even goes against that 
which Khrushchev and other Soviet leaders had recognized— 
that there exist specific roads into socialis Such a type has 
dared not only to vilify and rise against Yugoslavia and still 
another great socialist country, but even to strike at the 
Soviet leaders themselves. Such Stalinist elements believe that 
men would be found in the Soviet Union of a Stalinist brand 
who would uphold them and help to maintain them on the 
back of their people. This, comrades, is fatal. 

When we were in Moscow, of course, there also was talk 
of Poland and Hungary and other countries. We said that 
Rakossy’s regime and Rakossy himself had no qualifications 
whatever to lead the Hungarian state and conduce it to inner 
unity, but on the contrary that they could only bring about 
grave consequences. Unfortunately, the Soviet comrades did 
not believe us. They said that Rakossy was an old revolution- 
ary, honest, etc. That he is old—this is granted, but that is not 
enough. That he is honest—this I could not confirm, as far as 
I know him, especially after the Rajk trial and all other things. 
To me, those are the most dishonest people in the world. The 
Soviet comrades said that he was prudent, that he was going 
to succeed and that they knew of no one else whom they could 
rely upon in that country. Just because our policy, both state 
and party policy, is opposed to interference in the internal 
affairs of others and so as not again to come into collision with 
the Soviet comrades, we did not engage ourselves sufficiently 
with the Soviet leaders to have such a team as that of Rakossy 
and Goere eliminated. 


GOERE DIFFERED IN NO WAY FROM RAKOSSY 


When I went to Moscow, there was great surprise as to 
why I did not travel via Hungary. It was precisely because of 
Rakossy that I did not want to do so. I said that I would not 
go through Hungary even if it would have meant making the 
journey three times shorter. When in that country there ap- 
peared greater and greater dissatisfaction among the Com- 
munist ranks themselves and when they demanded that Ra- 
kossy should go, the Soviet comrades realized that things could 
not go on like that and agreed that he should be removed. 
However, they made the mistake of not allowing the removal 
also of Goere and other Rakossy followers who had com- 
promised themselves in the eyes of the le. They made it 
a condition that Rakossy should go only if Goere remained. 
And this was a mistake, because Goere differed in no way 
from Rakossy. He pursued the same kind of policy and was to 
blame just as much as Rakossy was. 

Well, comrades, what could we do? We saw that things 
were not going as they should. When we were in Crimea, 
Goere “happened” to be there and we “accidentally” met with 
him. We talked with him. Goere denounced the earlier policy 
and said that it had been a mistaken one, that they had slan- 
dered Yugoslavia, and in short he heaped ashes on his head 
and asked that good relations should be established, promising 
that all previous errors would be rectified and that the old 
policy would not be ted ever again. We wanted to prove 
that we were not vengeful, that we were not narrow-minded, 
and so we agreed to have talks with Goere and a delegation of 
the PMT—Party of Hungarian Workers—which was to come 
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to Yugoslavia. We wanted to establish relations with the 
Party of Hungarian Workers, because we hoped that by not 
isolating the Hungarian Party we could more easily influence 
that country’s proper internal development. 

However, matters had already gone pretty far, a fact which 
we did not know, so that Goere’s coming to Yugoslavia and 
our joint declaration were of no avail. People in Hungary 
were absolutely against the Stalinist elements who were still 
in power, they demanded their removal and the adoption of 
a policy of democratization. When the Hungarian delegation 
headed by Goere returned to their country, Goere, finding him- 
self in a difficult situation, again demonstrated his earlier 
aspect. He called the hundreds of thousands of demonstrators, 
who at that stage were still only demonstrators, a “mob” and 
insulted nearly the whole nation. Just imagine how great his 
blindness was and what kind of a leader he was. In such a 
critical moment, when all was in a turmoil and when the whole 
nation was dissatisfied, he dared to fling the term “mob” at 
people among whom a huge number, perhaps even the ma- 
jority, consisted of communists and youth. This was enough 
to set fire to the keg of powder and to bring about the explo- 
sion. Thus the conflict ensued. 


IT Is A GRAVE ERROR TO CALL UPON FOREIGN TROOPS TO 
TEACH ONE’S PEOPLE A LESSON 


There is no point now in investigating who fired the first 
shot. The army was called out by Goere. That was a fatal 
mistake to call the Soviet army at a time when the demon- 
strations were still in progress. To call upon the army of an- 
other country to teach a lesson to the people of one’s own 
country, is a serious mistake. That action had the effect of still 
further enraging the people and that was why there came 
about a spontaneous uprising, in which the Communists found 
themselves, even against their will, alongside various reaction- 
ary elements. Reactionary elements got mixed up in this up- 
rising and exploited it for their own ends. Are there not 
plenty of Horthyites there? Who has re-educated them? Could 
Rakossy be expected to have re-educated them? We all know 
that Horthy had large fascist forces in Hungary, those “swa- 
stika crosses,” various other reactionary elements, the adherents 
of Ferenc Nagy, etc. In short, there was a large number of 
people who are not for communism, who are not only against 
Rakossy but against socialism in general. And all this got 
mixed up in the uprising. These reactionary forces did not dare 
to raise their heads earlier, regardless of all the calls to in- 
surgence from outside, regardless of the aid which they got 
from abroad, nor did they have the strength or the courage to 
rise as long as they thought that the party was united and 
monolithic. But as soon as they saw that the party had split 
and that a huge section of the party membership had risen 
against Rakossy’s clique and the remnants of the past, they 
immediately intervened. 

These reactionary forces very quickly, within two or three 
days, revealed their true face. As in the general-people’s revolt 
against ail the things that had been done in the past, the 
prevailing leadership showed no desire to remove the elements 
which had enraged the Hungarian people and to start out 
along a truly Hungarian path of the development of socialism, 
with all its internal specific aspects, matters quickly took a 
different turn and the reactionaries began dominating more 
and more. The justified revolt and uprising against a clique 
turned into an uprising of the whole nation against socialism 
and against the Soviet Union. And the communists who were 
in the ranks of the rebels, willy-nilly finally found themselves 
in a struggle not for socialism but for a return to the past, as 
soon as the reactionaries took matters into their own hands. 
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Against their own will they found themselves in such a situa- 
tion. 

Was it possible now to prevent this? It seems that it was 
already late. Had Nagy’s government been more energetic, had 
it not wavered this way and that, had it stood firmly against 
anarchy and the killing of communists by the reactionary 
elements, had it offered decisive resistance to the reactionaries, 
etc... . perhaps matters would have taken a correct turn and 
perhaps there would not have been any intervention by the 
Soviet Army. And what did Nagy do? He called the people to 
arms against the Soviet Army and appealed to the Western 
countries to intervene. 

In the West this intervention was made full use of. It was 
exploited by the imperialists who could hardly wait to attack 
Egypt. They attacked it precisely in that phase of the Hun- 
garian tragedy and attacked it, hoping that the Soviet Union 
would be greatly preoccupied and would not be able to inter- 
vene against that aggression. Thus renewed fighting took place 
in Hungary. Soviet troops were reinforced. Nagy fled and a 
new government was set up. I can say to you, comrades, that 
I know these people in the new government and that they, 
in my Opinion, represent that which is most honest in Hungary. 
They were persecuted under Rakossy, they were in prisons and 
stand sincerely for a new development. And the very program 
announced by Kadar, which you have read, proves this. But 
the Soviet intervention weakens that whole program and the 
government itself is in a very serious situation. 


ABOUT THE SOVIET INTERVENTION IN HUNGARY 


The question may now be asked whether the Soviet inter- 
vention was necessary? The first intervention was not neces- 
sary. The first intervention, coming at the invitation of Goere, 
was absolutely wrong. The second mistake consisted in the 
fact that the responsible men, instead of waiting for the 
second intervention, did not do at once what they did do later 
on, when the second Soviet intervention took place—that is,— 
they should have set up a new government and issued a 
declaration. Had they first created a new government and 
issued such a declaration, the worker and communist elements 
would probably have separated from the reactionary elements 
and it would have been easier to find a way out of the critical 
situation. 

Before I refer to the second intervention of the Soviet 
troops, I must say that the situation in Hungary assumed such 
proportions—and you have read a great deal about it—that 
it was clear that there would be a terrible massacre, a terrible 
civil war, in which socialism could be completely buried and 
in which a third world war could break out. Because, the 
very interference from the West and the renewed cotaing to 
power of the Horthyites and the old reactionaries, could not 
be tolerated by the Soviet government. 

What did these reactionary elements do? I have already 
stated that already very early they showed their true face. It 
became clear that even among the top positions they were 
assuming more and more power as soon as they ordered that 
the word “comrade” could no longer be used, that the red 
stars should be taken down. This became clear the moment a 
communist could not say that he was a communist or else he 
would be done away with and also by the fact that the com- 
munists were being hanged. Had there been only one such 
incident and had they hanged some member of the police who 
was known for his ill deeds, it might be said that this occurred 
as the result of a spontaneous revolt of a group of people. But, 
there was a general massacre. In Shoprony they hanged 20 
communists. They caught people in the streets and killed 
them if they wore tan shoes because the police wore tan shoes. 
They broke into homes and killed communists. All this was 
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done by the wild fascist and reactionary mobs. 

Nagy'’s government did nothing to prevent this. It con- 
tinually wailed over the radio for help instead of fighting 
against this and showing in some way the will to put a halt 
to the massacre of the communists and progressive men. In- 
stead of that it issued a manifesto that is a declaration whereby 
it renounced the Warsaw Pact, proclaimed its independence, 
etc. As if that was the most important thing at that moment, 

is though its withdrawal from the Warsaw Pact meant some- 
thing 

Many people are now asking the question why the second 
Soviet intervention occurred. It is clear, and we have said so 
and will continue to say it, that we are against the interference 
and use of foreign armed forces. What was now the lesser evil? 
There could be either chaos, civil war, counter-revolution and 
a new world war, or the intervention of Soviet troops which 
were there? The former would be a catastrophe and the latter 
a mistake. And, of course, if that meant to save socialism in 
Hungary, then, comrades, we shall be able to say, although 
we are against the interference, that the Soviet intervention 
was necessary. But had they done everything they should have 
done earlier, there would not have been any need for military 
intervention. This error came unfortunately as a result of their 
idea that military power resolves everything. And it does not 
resolve everything. Just look how a bare-handed and poorly 
armed people offers fierce resistance when it has one goal—to 
free itself and to be independent. It is no longer interested in 
the kind of independence it will gain, in whether there will 
be restored a bourgeoisie and reactionary system, but only that 
it should be nationally independent. It was this idea that pre- 
vailed among the people. Naturally, I can now say only that 
the first thing was the worst that could have happened and the 
second, the intervention of the Soviet troops, was also bad, but 
if it leads to the preservation of socialism in Hungary, that is 
to the further building up of socialism in that country, and to 
peace in the world, then one day this would become a positive 
thing, on condition that the Soviet troops withdraw the 
moment the situation in that country is settled and quiet. 

We have said this to the Soviet comrades. We concealed 
nothing. The Soviet comrades stated that their troops would 
leave then. It should be borne in mind that the Soviet Union 
too is in a difficult situation now. Their eyes have been opened 
now and they realize that not only are Horthyites fighting but 
also workers in factories and mines, that the whole nation is 
fighting. Soviet soldiers are not going there with a glad heart. 
Therein lies the tragedy. 

After my report, you can ask questions because I have per- 
haps not set out everything clearly. But you can rest assured 
that we have never advised them to go ahead with the army. 
We never gave such advice and could not do so even now that 
they are in a crisis. In this grave situation we can tell them 
nothing else except that they should take care to rectify the 
old mistakes. That is the gist of the matter. Therefore, we 
should combat those rumours in our country which see in 
the Soviet intervention a purely interventionist action. That is 
not correct. I, comrades, am deeply convinced of this. 

I am deeply convinced that the blood which has flowed in 
Hungary and those dreadful sacrifices made by the Hungarian 
people will have a positive effect and that the comrades in the 
Soviet Union, and even those Stalinist elements, will realize 
and comprehend that things cannot be managed thus any 
longer. It is our tragedy—the tragedy of all of us—that social- 
ism has been dealt such a terrible blow. It has become com- 
promised. And do you not recall, comrades, that we often said 
that such methods would only compromise socialism? We did 
say that. I should not want us now to beat our breasts and say 
gleefully: “We told you so.” 





EVENTS IN HUNGARY WILL PROBABLY BE THE 
LAST TRAGEDY 


In connection with this tragedy I want to say one thing— 
that those irresponsible elements in the various communist 
parties who are still in power by dint of Stalinist methods, 
represent very poor support to the Soviet Union if they advise 
it to act according to their ideas. I think that inside all these 
parties there are honest communists who see much further than 
these various Stalinists. They do see much further. And if they 
want the situation to improve there, not in the way of Hun- 
gary, but in a peaceful, Communist way, then they should 
criticize the negative things and lend an ear to the voice of the 
masses, the voice of the party membership and that of the 
whole nation. Because, if these prophets and advisers continue 
acting in a destructive manner and if they find it necessary to 
do nothing but slander our country, to continue flinging mud 
at us, then, of course, socialism will experience more difficult 
hours. Yugoslavia stands so firmly on its legs and has up to 
now withstood so many shocks that these slanders from abroad 
will not make her deviate from her path. Although we are not 
as yet fully satisfied with our internal development but will 
endeavour to make our people as satisfied as possible, never- 
theless, such as we are and such as we shall be, we will increase 
our efforts to prevent such prophets and advisers from succeed- 
ing in their intentions which are directed towards halting the 
process which began in 1948 in Yugoslavia, and is now con- 
tinuing in Poland, nor will we allow them to direct this process 
on to Stalinist tracks. 

On one occasion I said to the Soviet comrades that this 
would have happened even if Stalin had not died, that this 
would have happened even more readily were he alive. They 
did not deny this. We cannot assume the right to tell them to 
do things this way or that, we can only point out the mis- 
taken and negative results which may be caused by this or 
that act of theirs. I believe that the events in Hungary will 
probably be the last tragedy which will jolt the Soviet com- 
rades and leaders in other countries who are still blind to this, 
into doing everything in their power so as not to have in 
other countries a situation similar to the current one in Hun- 
gary. 

In some countries and parties of Eastern Europe certain 
leaders are saying that this cannot happen in their lands, that 
they have a strong organisation, a strong army, a powerful 
police force, that their membership is already informed of 
everything and that they will hold the whole thing firmly in 
their hands. This was said also by Goere, this was said also 
by Rakossy. And what does it help them? Nothing at all if 
they do not change their methods and if the people rise in 
revolt one day. What they have sown since 1948 they are now 
reaping. They sowed wind and are now reaping storms. 


PROSPECTS OF OUR DEVELOPMENT AND IMMEIMATE TASKS 


These events in Hungary have also stimulated a little various 
types and elements who also exist in our country. There are not 
many of them, but they babble a lot. Some of them indulge in 
wishful thinking for confusion, in order to profit by it. I 
never said that we have liquidated and re-educated all the 
Ustashi, Chetniks and those bigoted Vatican adherents. I 
always said that only the unity of the people would prevent 
them from attempting anything and achieving anything in 
our country. More than ever, the unity of the people and party 
is necessary today, but not because we might fear that any- 
thing could happen in this country, for Yugoslavia is still 
something different from Hungary or any other country. We 
have carried out our revolution through the shedding of our 
blood, through the Liberation struggle and have thoroughly 
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swept our house during the Revolution. There is no such 
danger with us. 

I shall not say that our people are completely satisfied and 
that everything in our country is as it should be. Nor am I 
satisfied myself. But, conditions are quite different in Yugo- 
slavia—there is a perspective in our country and working 
people in Yugoslavia are increasingly creating. What else 
displeases me? You will remember, comrades, that I made a 
report last year, in which I pointed out that it is necessary to 
change the course of our capital investment policy. I pro- 
foundly believed that the men who conduct our economy, 
would take this to heart and that we should really, primarily 
devote attention to the living standard of our people. In this 
regard a certain turning point has been taken, a certain 
stabilization in the market has been achieved, and that rapid 
rise in prices has been halted—the rise which threatened in- 
flation, but all I expected has not been done. We have now 
decided again to suppress even more energetically the tendency 
to build and build. We must now see that the living standard 
is improved and also to strengthen the defense of our country. 
These two things have priority and we shall see about them. 
That much I wanted to say about this. 

I would now like to say something about various elements 
—which exist in our country. They think like this: “Now riots 
have occurred in Hungary, the Horthyites will come to power 
there as well as the Vatican and others, and here is a chance 
for us.” In their opinion, Yugoslavia will be again cut off and 
encircled, and they will be able to act the more easily in it. 
There are still such elements but I say that they are very 
much mistaken. For in our party there are not 800,000 mem- 
bers—as Goere said that their party numbered, and hearing 
this I looked at him a little doubtfully—but we have some- 
thing over 600,000 party members, cadres who have been 
tempered in the Revolution and in struggle and who have not 
joined our party with various newly-baked and other tenden- 
cies, but are bearing on their shoulders the burden of the 
building of our country. They will always know how to pre- 
vent in time anybody who might try to undermine our 
country. We are a country where the League of Communists 
is in existence with over 600,000 members and 7 million 
members of the Socialist Alliance of the Working People. 

These seven million people are conscious builders of social- 
ism, they have their programme and know what they are 
aiming at. These seven million people can always have their 
say, if they see that this can no longer go on, if they consider 
that we can no longer invest such big funds in capital con- 
struction, or if this or that is necessary. Of course nobody has 
the right, neither I nor the whole of our leadership, to oppose 
such a desire of our peoples—namely that our country be 
built at such a rate as it is possible today. You know, com- 
rades, when you are daily confronted with such questions, 
when you look and see that this or another factory, if built, 
would produce tomorrow such results as to improve the 
situation immediately, when you see further that only a few 
millions of capital investments would be necessary to add in 
order to ensure so much more production, when you only see 
this, then the other thing—our man—fades away a little. You 
see only the factory and not the man. 

It is clear that we are still in a difficult situation. We have 
in our foreign trade a large enough imbalance, which is still 
growing regardless of the fact that during the past year and 
a half we have concluded rather good agreements, primarily 
with the Soviet Union for a substantial loan on very favourable 
conditions, at 2% interest. Secondly, we have concluded an 
agreement on the payment of reparations by Germany. The 
Czechoslovaks have written off, that is, equalized 100 million 
dollars, while debts with Hungary will be settled in keeping 
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with her possibilities. With all these agreements we have 
facilitated our situation in construction. Finally, we have got 
wheat and some raw materials on credit from America to a 
value of about 100 million dollars. Our situation is not so 
difficult as some people wish to represent it. There will be 
food and bread. In our country the market is a little unorgan- 
ized as these people are devoting too little attention to see 
about its being sufficiently well supplied, although very favour- 
able conditions exist for this in the whole country. Take Bel- 
grade, for example, the city which has the Pancevacki Rit 
farms in the vicinity and where there are excellent conditions 
for the growing of vegetables. There are many districts and 
other communes where huge quantities of consumers goods 
could be created for the market, but they are not being created. 
Today for example, vegetables are being transported from 
Ljubljana to Kopar. What kind of a policy is this since we 
know that Kopar formerly supplied Trieste. There are a num- 
ber of such things which are not favourable in our country. 


WeE Must HELP TopDAy’s KADAR’s GOVERNMENT 


Comrades, I have drawn a little away from the matter of 
which I have spoken. I wanted to tell you that, viewing the 
current development in Hungary from the perspective—social- 
ism or counter-revolution—we must defend Kadar's present 
Government, we must help it. We must help it because it is in 
a very difficult situation. We must combat all those elements 
which are now irresponsibly throwing the whole blame on the 
Russians. Yes, the Soviet comrades bear the responsibility for 
not having earlier seen and corrected the errors of the Rakossy 
rule, for not having made possible for those men to come in 
power in whom the working class and the whole people had 
confidence. For one cannot impose a leader on a people—that 
is impossible. 

In Poland the situation has become stabilized, but is not so 
sure. The same elements are acting there too, the elements 
which are against good reiations between Poland and the Soviet 
Union. You know that those Poles who have reactionary con- 
cepts hate the Russians and the Soviet Union. It is necessary 


‘to take the Polish people away from the reaction which hates 


not only the USSR but also socialism as such. For the working 
class and communists in Poland have a broad horizon, a wide 
outlook and know what support they can get from the Soviet 
Union. For example, without the Soviet Union support, the 
Poles will hardly be able to defend the Oder-Niesse border, 
which the Germans never recognized and which they will 
claim again. In a word, what is needed here is mutual help 
and support. 

Similarly, it is mecessary ‘at we act in closest contact with 
the Polish Government and Party and to help them as much 
as we can. Together with the Polish comrades we shall have 
to fight such tendencies which crop up in various other parties, 
whether in the Eastern countries or in the West. Comrades, this 
struggle will be difficult and long, for what is actually involved 
is whether the new trend will triumph in the communist 
parties—the trend which really began in Yugoslavia and for 
which a considerable number of elements have been created in 
the decisions of the XXth Congress of the Communist Party 
of the Soviet Union. It is a question now whether this course 
will be victorious or whether the Stalinist course will prevail 
again. Yugoslavia must not concentrate on herself, she must 
work in all directions, but not by undermining these countries 
from within, to create negative excesses there, but in the 
ideological field, through contacts and talks, in order to ensure 
the victory of the new spirit. One should not abstain from 
criticising what is bad in those parties. You have read the 
article in the BORBA which, in my opinion, is not bad as a 
first article, but it is not sufficient and this matter must be still 
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written about. It is the duty of you Communists and leaders 
who work among the people, to explain this matter to our 
members. I think you agree with my statements. 


ABOUT AGGRESSION ON EGYPT 

Now permit me to refer briefly to the aggression which 
has been carried out in Egypt. You have read about our posi- 
tion in the United Nations and the statement which I gave 
in connection with that aggression, and you also read our 
papers. But I would like to throw a glance on the past. When 
I met Nasser for the first time, on my return voyage from 
India, he gave me an exact account of all their difficulties in 
Egypt, which is an under-developed country without industry, 
with a very low standard of living and without any strong 
internal organization—a party on which one could rely. Nasser 
said that the leaders of Egypt are soldiers who have taken 
power into their hand. to serve their people, to create fredom 
for it and defend its independence. When he was setting 
forth all these difficulties, they really seemed to us almost 
unbridgeable. Later, on the second occasion, when we visited 
Egypt and Cairo, we talked again and saw that these difficulties 
were enormous. But we observed that the people in that 
country had started to awaken, that it had started to acquire 
national consciousness, a people which had previously been 
oppressed and dormant due to a prolonged occupation and 
Franco-English colonial actions. We realised that Nasser and 
his team could rely on the people in the performance of their 
difficule tasks, on the condition that there should be peace. 

In conversation with Nasser, 1 openly expressed my fears 
that I hardly believed the imperialists would leave them in 
peace and that he must take care not to give them the least 
possibility from whatever motive to interfere in the affairs in 
the Middle East. Of course I could nor tell him in detail 
what he was to do, but I could only indicate the danger which 
was looming ahead. I told him he should know that the im- 
perialists are men without scruples, that they have nor yet 
renounced their aspirations, that they look upon Egypt, which 
in that part of the world is the strongest state, as the most 
dangerous for the imperialist and colonialist possessions in 
Africa and Asia and that the strong impetus and development 
of Egypt might tempt the imperialists and colonial powers to 
prevent it in its efforts to develop itself. It was our view, and 
I expressed it in conversation with Nasser, that they should 
first strengthen within, that they should create an internal 
political organism, create a strong and firm army, that they 
should raise themselves economically, endeavouring to get 
credits wherever they can, and to let the people see some- 
thing of the new state authority straight «way to feel a certain 
improvement. These were our suggestions and proposals 
which they readily accepted. 

Already during the first meeting Nasser said to us that he 
would have to nationalize the Suez Canal, as Egypt, as an in- 
dependent country, cannot tolerate foreign administration in 
its own territory. Of course, they have full right to nationaliza- 
tion, for which only the right moment had to be chosen. When 
the nationalization of the Suez Canal was carried out, the great 
colonial powers England and France reacted sharply, there 
was a threat of an armed attack to prevent the nationalization. 
But thanks to the United Nations, this first threat of war was 
prevented. It was decided to conduct negotiations and to see 
that this problem be settled peacefully. Despite this a sudden 
ageression was carried out. Egypt was first attacked by Israel, 
and then by England and France. The whole of this aggression 
was prabably planned jointly, and the moment of attack was 
chosen when the deplorable event in Hungary took place. The 
confusion in Hungary was welcomed by them as they had al- 
ready prepared themselves. England and France used the ag- 
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gression of Israel as a motive to say they must safeguard the 
Suez Canal. 


ISRAEL SHOWED THAT IT WAS AN INSTRUMENT OF 
GREAT POWERS 

This was a typical aggression which does not differ at all 
from the former classical aggressions of the colonial powers. 
It is precisely the same. The men who brought about this ag- 
gression are repenting today, in my opinion, as they have not 
succeeded in their action. Firstly, they imagined that they 
would destroy Egypt in a few days and depose Nasser; secondly, 
they thought that such a state of mind reigned in the world, 
that people would not intervene, and that the United Nations 
would not condemn them as they would get the majority in 
that Organization. But they reckoned wrongly. The opposite 
happened. Egypt was not ruined, although it suffered great 
losses, its army fought well and the aggressors did not succeed 
in occupying the whole of Suez Canal, although they are still 
fighting. The Egyptian people did not depose Nasser, as Eden 
expected. In England itself, the Labourites took a very sharp 
stand against the aggression and the Government policy. In 
the United Nations, the vast majority condemned this act 
of aggression and the creation of an international police force 
for Egypt is now under way, and for which we have also 
offered our own contingent. Namely, the Egyptians themselves 
have requested this, and we shall probably send our army 
contingent too. 

This time Israel showed that it was an instrument of the 
great powers and that as such it constitutes a danger for peace. 
It is true that there exists a terrible revulsion against Israel 
among the Arabs because nearly a million and a half Arabs 
have been expelled from that part of the world and these 
people now live under terribly difficult conditions. Egypt and 
other Arab countries did not want to conclude peace nor to 
give a guarantee that they will respect Israel as a State, ice. 
they did not recognize it. They still refuse to recognize it, but 
this does not give Israel the right to begin its aggression. This 
does not give them such right under any conditions, although 
the English and others wish to represent it in such a way. 
Whether the Arabs will recognize Israel, depends a great deal 
on peaceful talks and persuasion, on the solution of all out- 
standing problems which have been open since the truce. 
What is here most tragic, in my opinion, is that the French 
Socialists have disgraced themselves and shown again that 
they are faithful servants of the quarters which are trying to 
retain at all costs the old, classical forms of colonialism. They 
will never wash this stigma from their face. With the aggres- 
sion on Egypt they wished to settle not only the Algerian 
question but also to reap benefits in other Near East countries. 
They believed that this conflict would spread to other Arab 
countries and that they would thus strengthen their colonial 
positions. The English thought that after the occupation of 
the Suez Canal they would have a firmer position in the Near 
East after destroying Egypt, they would ensure their interests 
in the Middle East. It is tragic that this aggression received 
the support of the majority of deputies in the French As- 
sembly. Only the Communists and a small part of Socialists 
were against it. This is very tragic. 

And this, comrades, compels us to be cautious. For it has 
turned out that the upholders of the so-called Western 
democracy, France and England are for peace, justice and 
democracy only in words, while they are actually hotbeds which 
can lead to extreme reaction and aggressive undertakings if 
an opportunity presents itself. I am convinced that the unfortu- 
nate French people will have to pay dearly one day precisely 
because of this policy which is pursued by the French Socialists, 
headed by Guy Mollet. 
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We wished to help the French in the Algerian question. We 
told Nasser that we considered it was difficult for the French to 
leave Algeria and that it would be a good thing to find a 
solution in the union between France and Algeria. When we 
visited France, we said the same thing to the French leaders. 
“Instead of spending every day a billion francs for the army 
which you are maintaining in Algeria, give one half of that 
sum for the improvement of the living standard of those 
people, for the construction of roads and other projects, and 
the Algerian people will have nothing against you, will not be 
against the solution in the form of a union with France. Instead 
of expending a billion francs a day and that is thirty billions 
a month, you had better take that path.” Some French leaders 
admitted this was correct while others said that the prestige 
of France was in question. There is prestige for them now! 
They have disgraced themselves before the whole world. The 
whole world condemns the act of the French Government, the 
act of aggression. 


YUGOSLAVIA IS VERY ACTIVE AND POSITIVELY ACTS 
IN THE UNITED NATIONS 


Comrades, matters have not yet been cleared, it is not yet 
clear what they aim at and how far they will go. I doubt that 
the whole affair with the international police will run smoothly. 
The English will probably wish that a part of their army should 
remain in Egypt as police, which is impossible both under 
the United Nations Statute and because they are aggressors. 
They cannot stay in Egypt. Egypt would never agree to this, 
nor would any honest person. They can always find a motive 
to resume their aggressive action. They became a little con- 
fused and thoughtful because the Soviet Government showed 
a stronger engagement in this matter. 

More than ever before we must direct all our forces towards 
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the preservation of peace. Yugoslavia is very active and is 
positively operating in the United Nations. On our part we 
shall do everything in our power for the preservation of peace 
in the world. The vast majority of peoples do not want war. 
If anyone in the world values peace, I think it is our peoples 
who aspire for it in order to be able to build their better life 
in peace. We have suffered enough, we have shed enough 
blood in the last and in previous wars, and have reason to 
fight with all our forces for the preservation of peace in the 
world. But this matter has now passed beyond our boundaries. 

Our country is united, firm and monolithic. What is in- 
volved is the task to improve the living conditions for our 
people. Our unity is important for us—this monolithic quality 
and composure, this viewing of even the most serious events 
in the world without any nervousness and this calm judgment. 
We must not permit the babbling of various doubtful ele- 
ments. The people from below, the masses should silence them 
and prevent them from sowing discord. 

If anything is unclear to you, we are always at your disposal, 
we can always explain to you what is involved here. It is clear 
that there are things sometimes which cannot be told. You 
should not think that I said everything today, as I could not 
do this. But one thing I can tell you, namely that what I have 
not told you also has a great importance, and that it is in a 
great measure positive. Yugoslavia today plays a role in the 
world which is reckoned with. In order that she should con- 
tinue to play this positive role, I think we must continue the 
consistent policy which we have pursued till now and preserve 
the strength which we have today. 

This, comrades, is what I wanted to tell you. I have set 
forth, briefly, the basic outlines and the most important things 
which I thought could be useful to you in explaining the issues 
to our people. 


Hungary and Egypt 
POLICY OF THE GOVERNMENT OF INDIA 


By JAWAHARALAL NEHRU, Prime Minister of India 
Delivered in Parliament, New Delhi, India, November 19th, 1956 


ment in this House on international situation with 

special reference to Egypt and Hungary. In initiating 
this debate it was not my intention to say much at this stage 
but rather to reserve my remarks to the end of the debate 
when the Honourable Members have expressed their views. I 
feel, however, that it might be desirable for me to bring before 
the House some later developments in regard to these matters. 
I beg to move: “That present international situation and policy 
of the Government of India in relation thereto be taken into 
consideration.” 

I need not point out to this House how important this 
debate is. It is important because issues before the world today 
are of high importance and deal with questions of war and 
peace and suppression of freedom, and issues that affect us 
too, directly as well as indirectly. What we say in this House 
is not merely listened to by our Members here but has a much 
wider audience in this country and even abroad. Therefore 
I feel rather burdened with this occasion, and I wish to use the 
language which I hope will not in any way come in the way 
of such peaceful developments towards peaceful settlement as 
might be taking place. Three days ago I mentioned that the 
situation was a very grave one, and although there appeared to 


[Vee DAYS AGO, on November 16th, I made a state- 


be some elements of progress in it, nevertheless it continued 
to be very grave and was viewed by us with concern. That 
Position remains as it was, although there are some elements 
which may be considered helpful. But basically the situation 
is a very grave one. I hope Honourable Members also, in con- 
sidering these matters which are before us and the world, will 
do so calmly and objectively and with some caution so that 
our words may not lead to greater tension and might put per- 
haps some difficulties in the way of what we seek to achieve. 

Now we read our newspapers daily, and every day there are 
all kinds of reports and allegations and naturally we react to 
them. And yet it is not particularly easy for us to find out 
what is true and what is not true, and what is perhaps 
exaggerated. We hear of Anglo-French troops landing some- 
where in Israel. I believe this is contradicted. We hear reports 
of Soviet aircraft going to Syria. This is contradicted; and 
it is said that except for some aircraft that went long before 
the crisis as a result of purchase by Syrian Government, there 
has been no despatch of aircraft there. We hear of so many 
other reports of this kind which either are directly contradicted 
or are not substantiated. In these cases there is very great diffi- 
culty for a responsible body like us or for the United Nations 
to proceed on the basis of unconfirmed reports, and it might 
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very well not only create complications but come in the way of 
giving correct lead if these events happen to be not true on 
which reports were supposed to be based. 


CONFLICTING REPORTS 


Only recently we have had reports of deportation of people 
from Hungary, specially deportation of young men, it is said 
by Soviet authorities. Now the Hungarian Government has 
denied that in the United Nations. So has the Soviet Govern- 
ment. I believe even today a resolution has been placed before 
the General Assembly on this subject based on newspaper 
reports which are denied apparently by the two Governments 
which are most concerned and which should know. Now, it 
becomes extraordinarily difficult for anyone to come to a 
conclusion without further information or further enquiry 
into the matter. In fact, I believe it was stated in the General 
Assembly on behalf of the Hungarian Government that they 
not only categorically deny this but, that they have taken steps 
to allow some representatives of workers, young men, etc. to go 
themselves to sit at various points of exit from Hungary to see 
if anything was being done or anybody was sent away. Now it 
is quite conceivable—it is only a guess—that these young men 
or workers were being sent to see things for themselves and 
it might have been thought that they were being deported. 
I do not know, I am merely pointing out the difficulty in 
getting the correct picture. 

Now in regard to Egypt, as the House knows, we in India 
have been intimately associated with the events during the 
last few months. To begin with, even our relations with Egypt 
are intimate, and we are in constant touch with what happens 
there. Ever since the nationalisation of the Suez Canal we were 
in very intimate touch so that whatever happened did not 
come to us without fore-knowledge of events preceding it. 
That is we were in a position, we were in a much better posi- 
tion to judge that situation. It was an open situation at that 
time. Later, things have happened in Egypt which are rather 
confusing—say the state of affairs at Port Said, etc. but broad 
facts were clear to us and therefore we ventured to express 
very clear and definite opinion about it. 

In regard to Hungary there was the difficulty that broad 
facts were not clear to us and also occurrences in Hungary took 
place at a moment when suddenly international situation be- 
came very much worse and we had to be a little surer and 
clearer as to what had actually happened and what the present 
position was. Therefore we were a little cautious in the ex- 
pression of our opinion in regard to facts. We were not 
cautious about expressing our opinion in regard to general 
principles that should govern conditions there. As the House 
knows right from the very beginning we made it perfectly 
clear that in regard to Hungary or in regard to Egypt or 
anywhere else, any kind of suppression by violent elements 
of freedom of the people was an outrage on liberty. I said 
that and I made it perfectly clear that firstly, foreign forces 
should be removed both from Egypt and Hungary—although 
two cases are not parallel, facts are different but this fact was 
there; secondly, that the people of Hungary should be allowed, 
should be given the opportunity to determine their future. 

I believe even now facilities are not being given in Hungary 
and in parts of Egypt occupied by foreign forces like Port Said 
and like other parts occupied by the Israeli Army to outsiders 
to go there. On the last occasion I said in this House that 
from reports we had received conditions in Port Said were 
very bad and that casualties were heavy. The statement I 
made was cautious. Reports which we had received were very 
much worse than what I had said but because I did not wish to 
proceed on these reports without further confirmation I moder- 
ated my language in describing them. The fact is that even 
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up to now so far as I know, nobody is allowed to go into Port 
Said. Reports that came to us previously were partly from 
refugees and we do not usually attach very great importance 
to statements of excited refugees—not that they deliberately 
misrepresent but.they are emotionally wound up and they tend 
not to give correct appraisal of events. Reports that came to 
us about events in Port Said were reports of some foreign 
journalists who had gone to Port Said at the peril of their 
lives and who made these statements in foreign papers in 
Europe. Even so we hesitated to accept them because they were 
so bad that we thought they should be confirmed. In fact we 
have been suggesting in the case of Egypt, as in the case of 
Hungary, that it is desirable from every point of view, even 
from the point of view of occupying forces, that impartial 
observers preferably sent by the United Nations should go to 
look at things there and report. I earnestly trust that the 
Governments or authorities concerned in both places will 
permit this to be done because otherwise all kinds of wild 
reports are circulated and believed in. 

We have been receiving fairly full accounts and dispatches 
from Embassies abroad, our missions abroad. Almost daily 
we get these reports from New York, from Washington, from 
London, from Moscow, from Belgrade, from Cairo, Beirut, 
Damascus, Berne and some other places, from Vienna and 
Budapest also, because we have had one of our young officers in 
Budapest throughout this period. It was true that he could 
not communicate with us easily and his telegrams usually 
reach us now about six days late because they have had to go 
to Vienna presumably by road and then they are despatched 
from Vienna. Gradually the picture of events has taken some 
clear shape. All this daily information that we got not only 
from our Missions but by courtesy of other governments— 
more especially I am grateful for information we have re- 
ceived from the Governments of the United States, of Canda, 
of the Soviet Union, of Yugoslavia and some other govern- 
ments too—all these despatches have resulted in such abun- 
dance of information which is often contradictory, which con- 
tradict each other. I will say it gives a picture which is a very 
confused picture but it is true I think that one can make fair 
appraisal of these events. Now may I just say without mention- 
ing our representatives abroad that I should like to express my 
appreciation of the work done by our Ambassador in Cairo 
which has been of high order. 


SITUATION IN EGYPT 


So far as the situation in Egypt is concerned the House 
knows that the first contingent of our forces has already gone 
there. Others will follow. I want to make it perfectly clear on 
what conditions we sent these forces to join the United Nations 
forces. First of all, we made it clear that it was only, if the 
Government of Egypt agreed, only then we would send them; 
secondly, they were not to be considered in any sense as con- 
tinuing force continuing activities of the Anglo-French forces 
which was entirely a separate thing; thirdly, that the Anglo- 
French forces should be withdrawn; fourthly, that the United 
Nations Force should function to protect the old armistice 
line between Israel and Egypt, and finally that it should be a 
temporary affair. 

We are not prepared to agree to our force or any force 
remaining there indefinitely. It was on these conditions which 
were accepted I believe, that these forces were sent there. I 
repeat this because unfortunately statements are sometimes 
made about this United Nations International Force which are 
not in consonance with the decision of the United Nations or, 
I believe, with agreements arrived at by the Secretary General 
of the United Nations with the Egyptian Government. 

Then the first question that arises in Egypt at the present 
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moment in regard to the resolution of the United Nations 
General Assembly is that of the withdrawal of the Anglo- 
French and Israel forces from the Egyptian territory. This is 
a dangerous issue because, if there is any attempt to create 
delay and certainly if there is any attempt not to withdraw, 
there is likely to be a resumption of hostilities which I think 
will be on a bigger scale than earlier. It is stated—and I believe 
on fairly good authority—that there has been some days ago, 
perhaps, some addition to these forces. One does not know 
sometimes when forces are exchanged: some are withdrawn 
and some are sent and so one cannot say, but anyhow, it is a 
vital matter that the Anglo-French and Israeli forces should 
withdraw from the area that they have occupied because with- 
out that nothing else can be got going and so long as they 
remain there will be constant fear of hostilities being re- 
sumed. I have already mentioned about Port Said which re- 
quired immediate attention and which can be done properly 
only by observers being allowed to go there and report. The 
House may know that we are sending—I think tomorrow—a 
very large aircraft, in size of about three Dakotas, medical sup- 
plies and relief goods which are being taken both to. Egypt 
and to Hungary. In Hungary as I said, conditions especially 
rather detailed developments, were for some time not at all 
clear to us. I am not quite sure if they are completely clear 
even now but I think broad facts are clear enough. There is 
little doubt that the kind of national uprising which took place 
there—demonstrations, etc. developed after coming into con- 
flict with the Soviet forces there. The Soviet forces were with- 
drawn from Budapest and a statement was issued on October 
30 embodying the Soviet policy in regard to these countries 
which stated that they would withdraw their forces after con- 
sulting the Warsaw Powers and so on and so forth. 

It is a fact I think that they were withdrawn, but very soon 
after other events occurred in Budapest—and this matter is 
not quite clear—i think not in Budapest but in Hungary—and 
within three or four days the Soviet forces returned and in far 
greater mechanised power. There were big conflicts in Buda- 
pest which were ultimately suppressed by the Soviet Armed 
Forces. Some people say that even while Soviet forces were 
withdrawing from Budapest roundabout the 29 or 30th, 
actually the Soviet Army had come across the frontier and 
that this was not—if I may use that word—bona fide with- 
drawal at all. Others think that something had happened in 
course of those two or three days which made the Soviet Gov- 
ernment change its policy because we must remember that 
before any government does that, more especially the Soviet 
Government or the British Government or any major power, 
all these separate questions are weighed presumably in the light 
of other international developments and with the possibility of 
a bigger flare-up. That is always in their minds. Anyhow, the 
fact remains that the Soviet forces came back and there was a 
major conflict in which a fairly large number of Hungarians 
suffered as they fought very bravely. And it is possible that the 
Hungarian Army itself was on the side of the Hungarian 
people and in the initial stages the Soviets also suffered fairly 
considerably though naturally in lesser numbers. It is not at the 
present moment of any very great importance that we should 
know details of this. The major fact stands out: that the ma- 
jority of the people of Hungary wanted a change in political, 
economic or whatever the changes were, and actually rose in 
insurrection after demonstrations etc. to achieve it but ulti- 
mately they were suppressed. 

I think it is true that there were some elements on the side 
of the Hungarians which might be called by a word which is 
rather misused sometimes: “Fascist.” I think it is true that 
outsiders also came in because border forces were not function- 
ing and I think it is also true that arms came from outside to 
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some extent. All that is true. But while all that is true this is 
not a major fact. The major fact is that the people of Hungary, 
a very large part of them, claimed freedom from outside con- 
trol or interference, objected to the Soviet forces coming, 
wanted them to withdraw and wanted some internal changes 
in their government. That is a basic fact which nobody can 
deny. 
PASSIVE RESISTANCE 

Another rather implicit feature of the situation, perhaps 
more significant than even the fighting that the Hungarian 
people indulged in, is the fact that when the fighting stopped 
—it stopped some days ago I think, they are not fighting now 
—certainly in Budapest not in Hungary—in spite of all this, 
there were rather extraordinary demonstrations of passive re- 
sistance. That is the people of Budapest refused to go back to 
work, refused to take part in other normal activities at a time 
when the city was suffering very greatly by stoppage of work 
during the period of armed conflict. In spite of all that re- 
sistance to forces by fighting, this resistance of the people in 
peaceful and passive way seemed to be, so far as I am con- 
cerned, more significant of the wishes of their country than 
the armed revolt which might be aroused by some groups here 
and there. 

I wonder how many of the Honourable Members present 
here have in mind the past history of Hungary. It is rather a 
tragic history with frequent attempts to attain freedom and 
frequently suppressed. During the regime of the Austro-Hun- 
garian Empire there were such attempts. We know well nearly 
forty years ago when we in this country first had this picture of 
non-cooperation put before us by Mahatrna Gandhi what we 
were told, and we really read about kinds of non-cooperation 
or something like it in other countries. Among those countries 
more especially it was in Hungary, where somewhere in the 
middle of the 19th century a movement of passive non- 
cooperation and passive resistance arose under the leadership, 
I think, of Odyer which achieved some objectives too though 
not completely. But then five weeks before the First World 
War was over, and just after the October Revolution as it is 
called, or soon after, I do not exactly remember the dates but 
anyhow in 1918, there was an upheaval in Hungary. The 
Austro-Hungarian Empire was breaking up, the German 
armies had been there and they were withdrawing and there 
was this upheaval, more or less on the lines of the upheaval in 
Russia at the time. The leader of that upheaval was Bela Kun, 
an associate of Lenin, and he established the Republic of 
Hungary. That was the time of intervention by other foreign 
countries in the affairs of the Soviet Union after the Revolu- 
tion. The Rumanian Army marched into Hungary then and 
suppressed this new Republic of Hungary and suppressed it 
so far as I can remember in exceedingly ruthless manner. In 
fact, it was not merely suppression of the Republic but there 
was widespread loot of Hungary by these armies. As a result of 
that the Republic of course ceased to be and a regime was 
established under Admiral Horthy—a kind of feudal regime. 
The Honourable Members may perhaps remember that Hun- 
gary has been in the 19th and 20th centuries one of the most 
feudal countries in Europe with very large landholders, with 
very outdated aristocracy. There was conflict between various 
groups. Anyhow, Admiral Horthy’s regime was there. I had 
a glimpse of it in 1918 when I happened to be in Budapest. 
It was not a very satisfying spectacle; then came the big war. 
I merely mention these just to bring to mind of the House this 
tragic history of Hungary and there are many names connected 
with Hungary which are famous in the fight for freedom of the 
peoples. Anyhow, there is little doubt that the present move- 
ment in Hungary was a popular one, it was a movement with 
great masses of people behind it, with workers, with young 
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people in it, may be of course a number of people against it 
-~I cannot speak about all of them and this, I think as I said, 
became even more patent by this passive resistance of people 
in spite of a heavy army’s strength being opposed to them. 

So far as we are concerned we entirely agree with what has 
been stated in the joint statement issued by the four Prime 
Ministers a few days ago. Apart from this, there is this aspect 
if I may say so: the first thing, I think, is that qualified ob- 
servers could go, whether it is Port Said, whether it is to other 
parts of Egypt which are occupied by foreign forces or whether 
it is Budapest or some parts of Hungary. They should go and 
their mere visiting there will not only bring out facts but will 
open a window there through which the world can look in and 
find out what has happened and what is happening. 

Now behind all these there are all kinds of other forces at 
work and other dangers. We want naturally foreign forces to 
be withdrawn from Egypt as well as Hungary. Of course, this 
question does not arise in Egypt because there is the Govern- 
ment there, but in Hungary it does arise. The House knows that 
during the last year or two there have been certain currents and 
motions in Eastern Europe, in the Soviet Union itself, which 
have to some extent liberalised functioning of regimes there 
which in Poland went, perhaps, farther than in other places 
and the same ferment existed in all countries and the fact 
which has always to be borne in mind not only by us but by 
other countries was that if anything is done which comes 
in the way of this internal and organic process of change which 
may well have the opposite effect, to that intended then it be- 
comes tied up with larger issues of war and peace. What do 
we see behind these issues? In the final analysis—fear: fear of 
the western powers, of the armed might of the Soviet Union, 
fear of the Soviet Union not only of armed might even more 
so of possible armed might of a re-armed Germany. All over 
Eastern Europe, whether it is Poland or Hungary or Czecho- 
slovakia and those countries which have suffered from invasion 
repeatedly from the German side, there is this fear of armed 
Germany there, maybe fear from the Soviet Union, it may be 
balancing of the fears; but there is that fear and because of the 
fear of western countries against the armed might of the Soviet 
Union there came into existence NATO and much later other 
pacts and military alliances like SEATO, the Baghdad Pact and 
the like. Then came into existence as a counterblast the War- 
saw Treaty; each pretending to be an association for peaceful 
defence against attack, each having the effect really of frighten- 
ing the other party and making it more apprehensive of 
danger and, therefore, helping in this race of armaments. 

Because of this background, when the situation arose in 
Egypt, that is to say about three weeks ago, when the Anglo- 
French bombing of Cairo etc. took place, immediately there 
was danger of this spreading. The Hungarian situation arose 

and the two taken together definitely greatly added to this 
danger. Now the Honourable Members will see I speak with 
respect and with deference. It is not my intention in my 
present speech to go about condemning the countries—not 
that their acts are not worth it, but in these two situations in 
Egypt and in Hungary, every attempt is made by one party to 
lay stress on what has happened in the other place so as to 
hide its own misdemeanours. There was the Anglo-French 
action in Egypt and there was a world outcry against it in the 
United Nations. Then came Hungary. Bad enough. But im- 
mediately it was made use of to hide what is happening in 
Egypt. The struggle in Hungary was a basic thing so as to 
somehow cover up the misdeeds in Egypt. Now on both sides 
this is happening. 
DISARMAMENT 

Now, so far as recent developments are concerned, the 

House will know that only yesterday Premier Bulganin issued 
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an appeal. I received a letter from him containing some pro- 
posals for a conference to consider the world situation and 
more especially disarmament. Various proposals have been 
examined and there is no doubt that disarmament is of high 
importance more especially in this context. This question as to 
whether there is a conference or not and whether this question 
of disarmament will be considered will really be decided by 
the big powers. We have not got a big army to disarm. Any- 
how, in this context, it is three or four big powers that really 
count. They have to decide this. If we can be of any help in 
this business naturally our services will be there. 

Now I should like to put before the House a few other 
considerations, rather to look behind the surface of things into 
deeper changes that are coming out. First of all we see this 
brutal exercise of violence and armed might against weaker 
countries. Prima Facie this appears to be a triumph of violence 
and armed might and this puts every militarily weaker country 
in peril, its independence in danger and more particularly 
every country in Asia and Africa must feel this danger. That 
is so. But there is another aspect of it and that is this exhibi- 
tion of violence and armed might has failed or is going to 
fail. It has created great damage, great suffering and great 
bitterness, but in the final analysis it has failed or I think 
is likely to fail in achieving anything. Take the aggression of 
Egypt. I think it is fairly clear that the United Kingdom and 
France have not gained anything and are not going to gain 
anything; they will lose much. Apart from the fact that Egypt 
has suffered tremendously the United Kingdom and France 
have also suffered not in human beings so much, although 
even loss of human beings has been far more considerable in 
the Anglo-French side because of roundabout fight and para- 
chute landing etc. Then there are very heavy financial losses 
which are going to continue which will upset all these coun- 
tries’ economies. It will affect the whole pattern of trade and 
everything in the countries like the United Kingdom and 
France. Results of this adventure in Egypt are going to be 
very serious and will probably last a long time. 

It is said that this operation prevented the Russians from 
coming into the Middle East. I confess I do not see how it has 
prevented the Russians from coming in. It has, in fact, pos- 
sibly opened the door through which they might come in 
future, just like the Baghdad Pact which was meant to protect 
the Middle East from a party or defence pact as it is called— 
really resulted in the Soviet Union taking far greater interest 
in the Middle East than they have done previously. So this 
argument that aggression in Egypt has succeeded in keeping 
the Russians out does not work at all. In fact, I think it has 
made the possibility of the Middle East becoming the scene 
of major conflict relatively easier. So in the final analysis, 
whatever Egypt may have suffered and England and France 
may have suffered and may continue to suffer, they are more 
likely to lose than Egypt has suffered. Now take the other 
side—Hungary and the Soviet Union. There was no immediate 
aggression there in the sense of something militarily happening 
as there was in the case of Egypt. It was really continuing 
intervention of the Soviet armies in those countries based on 
the Warsaw Pact. Now I am not very much concerned about 
legal implications of the Warsaw Pact. It may be that some 
lawyers may say that strictly in terms of the Warsaw Pact 
the Soviet Army should be present there. But that is a very 
small matter. The fact is, as subsequent events have shown, that 
the Soviet armies were there against the wishes of the Hun- 
garian people. That is clear. Any other explanation is not ade- 
quate. It is true that the great force of the Soviet Union 
triumphed militarily in Hungary. But at what cost? And what 
the final outcome will be I do not know. I have no doubt in 
my mind whether it is sooner or later the Hungarian people 
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who have demonstrated so vividly their desire for having free- 
dom, desire for having separate identity and not being over- 
shadowed by any other country are bound to triumph. I have 
no doubt in my mind about that. Of course, I cannot say what 
intervening difficulties may come because of this world situa- 
tion which is very, very complicated. 

But apart from that, we must realise that all these events 
have powerfully affected the prestige of the Soviet Union in 
such matters not only in many countries which are supposed to 
be uncommitted countries but more in countries and govern- 
ments which believe in that country—European countries—in- 
cluding, if I may say so, the people of the Soviet Union itself. 
That is a much more precious commodity—respect that coun- 
try, its Government and its policy has—than anything else, 
financial or any that you may lose. We see today therefore 
powerful trends, I believe in every country whether it is the 
Soviet Union or England or the countries of Europe or Amer- 
ica, and certainly in Asian and African countries trying to 
understand what has happened, trying to find out what they 
should do, and in a state of considerable confusion. Even clarity 
of those people who were intimately tied up with one particu- 
lar policy, with one particular, if I may use the word, bloc of 
countries, is not quite so clear in their minds as to whether that 
policy was a correct one. In the Soviet Union it was some time 
back that I said, two or three years back, that certain new 
trends displayed themselves and affected the life and activities 
of the Soviet Union and later East European countries. But we 
have seen that progress made was too slow in East European 
countries and they wanted it to be more rapid and this created 
difficulty for the Soviet Union with the result of this conflict. 
Whether this conflict will lead to greater liberalisation on the 
part of the Soviet Union or reverse it I cannot say. I would 
have been clear in my mind but for this complication in in- 
ternational situation. But apart from the immediate future as 
I just said, I have no doubt that forces have been set in motion 
in all these countries, among the rulers and among the common 
people—in all these countries including the Soviet Union or 
the Western European countries or elsewhere—which make 
people think on somewhat different lines. They say, I believe, 
that they have been going along the wrong lines. 


PACTS OUTDATED 


All these systems of pacts and alliances where have they led 
them? Not to peace or security but to trouble. What is the 
position now of the Baghdad Pact? You may talk about the 
Baghdad Pact but everybody knows that the Baghdad Pact is 
dead and it has absolutely no life left in it. What the SEATO 
Alliance is doing I do not know but we have not heard of it 
for a long time—it may be in a dormant condition. The Warsaw 
Treaty—we see effect of it and reaction to it in East European 
countries. It may continue, that is in form, it has lost its con- 
tents. Regarding NATO we have seen differences between 
powers included in NATO. It has ceased to be if it was kind 
of a spiritual crusade. Both have lost that spirit of crusade. 
They have become only some paper arrangements behind 
which certainly are armed forces which lack on either side their 
quality or spirit which perhaps gave them some meaning pre- 
viously. 

So we have arrived at a stage when violence has interfered 
and use of armed forces by big countries while apparently it 
has achieved something has really showed its inability to deal 
with the situation. It is weakness which has come out in the 
present day world. 

But the fact remains that in people’s minds violence has been 
shown up and this ferment is bound to continue working. I 
earnestly hope that as a result of all these we may survive this 
crisis and then take further steps towards disarmament, to- 
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wards putting an end to all these military alliances which have 
proved so worthless and in fact proved so dangerous; and try 
to fashion some new line of approach. 

We have often been told, we know, that technology has 
greatly advanced and technology has got us atom bomb and 
hydrogen bomb which after all is the result of technological 
progress. When we reach higher levels of technique, higher 
levels demand higher leve! of international cooperation, they 
demand really higher level of social organization, they demand 
higher level of international cooperation. You cannot have an 
advanced technology and an out-of-date society and an out-of- 
date system of international relations. Difficulty is that while 
technology has gone up to hydrogen bomb our international 
relations are still very backward and have not caught up to 
that. So long as they do not catch up, all these frictions will 
continue. In one aspect of this question we have these ideals 
which people, often people of great merit and integrity, have 
pursued in a crusading way—communism or other isms. There 
is no doubt that the appeal of communism affected a large 
number of young men not today but 38 or 39 years ago and it 
has continued to do that in varying degrees. All kinds of or- 
ganizations were formed—Cominform, Comintern and so on 
and so forth. Even though communism gradually became 
somewhat more, if I may use the word: respectable, in peoples’ 
eyes, in the sense that communist governments functioned as 
other governments, it has that aspect of some kind of religion 
often spread by intervention. Whether it was armed interven- 
tion or other intervention depended on circumstances. Grad- 
ually that has become less and less but it is there. Its whole 
basis, not merely the internal economic system which is ap- 
parent—you may agree with me or not—but its international 
implications are such as to create apprehensions about inter- 
vention in other countries. And we have seen instances but 
most recent instance in fact that undoubtedly the Government 
in Hungary was not a free Government, was an imposed Gov- 
ernment and that the people of Hungary were not satisfied. 
Ever since the last war (10 years have passed) and if in course 
of ten years in Hungary the people could not be converted to 
that particular theory it shows a certain failure which is far 
greater than, it seems to me, the failure of a military coup. It 
indicates that all of us whether we are communists or non- 
communists or anti-communists have to think afresh. We talk 
about violence. The question of Egypt has come up and the 
question of Hungary has come up. For the moment it has put 
aside other questions. Whether it is Africa or parts of Asia 
essentially there is no difference except that the new evil 
creates a sudden reaction while the old evil we get used to. 
Therefore, we have to view this matter from this point of view 
that whether evil is a mew one or the old one if it is based on 
violence, if it is based on suppression of a country and its 
people by armed forces then it is a bad thing and it has to 
be removed, liquidated, because so long as it is not done it 
will create trouble and friction and possibly lead to war. 


CRISIS OF CONSCIENCE 
Therefore, apart from outward features of the present crisis 


_ there is this crisis of conscience, spiritual crisis almost, in 


peoples’ minds. I hope that mere strong reactions to events will 
not smother this spiritual crisis—this attempt to find a better 
way of international cooperation. That way I would submit, 
it has been shown, cannot be or cannot have any stability, if 
it is based on armed forces being used to suppress people 
wherever they may be and however they may exist. If that 
fact is accepted let us have full freedom, whether it is a com- 
munist society or an anti-communist society. If violence is 
once taken away and the ways of violence and ways of sup- 
pression, then everything, all these theories, have free field. 
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They can be experimented upon and we shall learn by ex- 
perience of others and adopt such things as we like and not 
adopt things that we do not like and progress in this way. 
There is one thing more before I finish. I have in view cer- 
tain controversy that has arisen in regard to India’s voting in 
the United Nations on a Resolution on Hungary. We circu- 
lated through Lok Sabha Secretariat to Honourable Members 
two speeches relating to Hungary delivered by our Represen- 
tative Krishna Menon on 8th and 9th November. We got them 
the day before yesterday. I have got further details of the vot- 
ing on those days. I would have gladly circulated them but I got 
the telegram only this morning. That Resolution consists of 
nine paragraphs. I think some of you have got it. The first 
five paragraphs are what are called the “preamble.” Now, vot- 
ing on the Resolution was on each separate paragraph. I do 
not know whether the Honourable Members want exact figures 
of what India did. On the preamble; India abstained. There 
were 16 abstentions and India abstained. Preamble two; India 
abstained. In regard to the first part of the preamble, absten- 
tions were: Afghanistan, Austria, Burma, Cambodia, Ceylon, 
Egypt, Finland, India, Indonesia, Jordan, Albania, Saudi Arabia, 
Syria, Yemen, Yugoslavia. With slight variations these con- 
tinued abstentions in the preamble. On preamble three; as in 
preamble two: India abstained. Preamble four: India abstained 
with that group. Preamble five: India abstained with the big 


group. 
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Now we come to the operative part in which there are four 
paragraphs. Operative one: India abstained. There were four 
Resolutions on Hungary. India voted in favour of one and 
abstained from others. We must read it in the context. When 
India abstained she stood for withdrawal but I am for the 
moment giving facts regarding the context and the way it was 

ut. 

3 The operative part is—"“Calls upon the Government of the 
Union of Soviet Socialist Republics to withdraw its forces 
from Hungary without any further delay.” That is one. Second 
is—"Considers that free elections should be held in Hungary 
under United Nations auspices as soon as law and order have 
been restored to enable the people of Hungary to determine 
for themselves the form of Government they wish to establish 
in their country;” here separate voting took place on the 
phrase “under United Nations auspices.” In this voting India 
voted against. So did also apart from other countries mentioned 
previously, Ceylon and Yugoslavia. They voted against this 
phrase “Under United Nations auspices.” This was the only 
thing that India voted against in the whole Resolution—the 
phrase “under United Nations auspices.” In the remainder of 
paragraph two India abstained and in paragraphs three and 
four also she abstained. When finally the Resolution was put 
as a whole with the phrase “under United Nations auspices” 
India voted against. That is the factual position. That is all I 
have to say. I beg to move my motion. 


RESTORATION OF CANAL 
By SELWYN LLOYD, Foreign Secretary of Great Britain 
Delivered in the House of Commons, London, England, December 3, 1956 


terim account of my visit to the United Nations. I prom- 

ised to speak more fully today when our conversations 
with the French Government had been completed. Since Thurs- 
day I have also been able to get further clarification of the 
position from New York and we have been in touch with the 
Commonwealth Governments. 

Her Majesty's Government and the French Government 
have now taken certain decisions. We are in complete agree- 
ment about them. These decisions follow upon the two resolu- 
tions passed by the General Assembly of the United Nations 
on the 24th of November. The first resolution called for the 
withdrawal of the Anglo-French forces forthwith. But as I told 
the House, Mr. Cabot Lodge, the representative of the United 
States, interpreted “forthwith” to mean a phased withdrawal. 
That was exactly the expression which we had used ourselves. 

The second resolution was equally important. It called for 
the early clearance of the canal and the restoration of its use 
to international shipping and entrusted the Secretary General 
with the task of making the necessary arrangements. 

Before commenting on these two resolutions I think it right 
to remind the House of the broad framework within which 
the events of the last few months must be considered. In view 
of the debate next Wednesday and Thursday I believe that this 
reminder may be helpful. For the last ten years we have been 
living with a worldwide struggle going on between Com- 
munism and the Free World. The introduction of nuclear 
weapons has made a global war unattractive to the aggressor. 
The Soviet therefore has used the methods of political sub- 
version from within and military pressure from without. The 
existence of the North Atlantic Treaty Organization has 
halted the direct advance of Russia across Europe to the sea, 


Le Thursday I was able to give the House only an in- 


But all the time there has been an open flank in the Middle 
East which Russia has been making a determined effort to 
turn. Certain factors have developed there to her advantage. 
There have been hostilities smouldering between Israel and 
the Arab states and the United Nations has so far not been 
able to solve that problem at all. The situation has been deteri- 
orating rather than improving. At the same time Colonel 
Nasser has come to power with his plans for the aggrandize- 
ment of Egypt and the subjection to his domination of the 
material resources of the Arab countries. The seizure of the 
Suez Canal was part of that design. The Arab-Israel tension 
has afforded opportunity for Soviet mischief-making. The 
large supply of Soviet arms to Colonel Nasser put him very 
much under Soviet influence. The Baghdad Pact gave a meas- 
ure of security against direct Soviet penetration from the 
north but the arming of Syria and Egypt was no doubt in- 
tended to turn its flank also. 

Let there be no misunderstanding. The situation was deter- 
iorating. It was one which sooner or later was likely to lead 
to war. The only doubtful question was the scope or extent of 
that war. A general conflagration in the Middle East would 
have been disastrous for many countries, not least our own. 

It was against that background that on the 29th of October 
major hostilities began between Israel and Egypt. The French 
and British Governments decided immediately to intervene. 
We are quite sure that by our timely action we not only rapidly 
halted local hostilities but forestalled the development of a 
general war throughout the whole Middle East and perhaps 
far beyond. I am sure that the whole House would like to pay 
tribute to the conduct of the fighting services who performed 
their task so skilfully and at the same time took great care to 
minimize casualties and damage. As soon as the two parties 
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agreed to a cease-fire we also gave orders to cease our military 
action. 

Our second purpose was to interpose a force to prevent the 
resumption of fighting. That is one reason why we made the 
request to station detachments in Port Said, Ismailia and Suez 
for a temporary period. The Prime Minister made it clear at 
the time that this would be for only a temporary period. Then 
on the Ist of November he stated that we should be glad if 
the United Nations would take over the physical task of pre- 
serving peace. The conception of an international force came 
into being and gained rapid support. We believe that the 
character and composition of the force will shortly make it 
capable of carrying out these obligations. I gave details of the 
build-up last Thursday. I will not repeat them. We have to 
remember that the strength of the force depends not only on 
its actual size but on the sanction that lies behind it. It is 
perhaps worth recalling that the position in Berlin has been 
held for ten years by a small force because behind it lay the 
whole organized strength of the Atlantic Alliance. So far as 
the composition of the United Nations Emergency Force is 
concerned the Secretary General has made it clear that it is 
for his decision. With regard to its functions these are in ac- 
cordance with the Assembly resolutions of the 2nd, Sth and 
7th of November. The Secretary General has also made it 
clear that it is for him and the Assembly to decide when its 
tasks have been discharged. 


Another vitally important result of our actions has been 
that the Russian designs have been exposed and dislocated. It 
is to be hoped that the’ Free World will use the breathing 
space that we have provided to frustrate them altogether. But 
there are serious dangers ahead in the Middle East. Although 
Russia has suffered a reverse she is seeking to tighten her grip 
upon Syria to restore her position. I believe that the whole Free 
World will welcome the statement by President Eisenhower 
warning the Soviet Union of the dangers of intervention in the 
area of the Baghdad Pact powers. We must also be watchful 
to see that Russia does not violate the Assembly resolution of 
the 2nd of November enjoining a ban on the delivery of mili- 
tary goods to the area of hostilities. 


Two important objectives have therefore been achieved. 
The war has been stopped and an international force has been 
put into position to prevent its resumption. There are how- 
ever other important matters to which I must refer. The first 
and most urgent need for us and the whole world is that the 
canal should be reopened and the freedom of navigation re- 
stored. Under the resolution to which I have already referred 
these duties have been clearly placed upon and accepted by 
the United Nations. The Secretary General has entrusted 
executive responsibility to a team which includes men of the 
very highest caliber and world-wide reputation such as Mr. 
McCloy and General Wheeler. This shows that technical con- 
siderations have been uppermost in his mind. We have made 
it clear for our part that all the resources which we have been 
able to assemble will be made available to this team to be used 
as and how they may decide. 


I am satisfied from the discussions with the Secretary Gen- 
eral that he will press on with his task with the utmost speed 
and that every effort will be made to proceed without delay 
with the clearance of obstructions below Port Said using all 
available equipment found necessary by the United Nations 
authorities. It is planned to proceed with the greatest possible 
dispatch with the survey and diving operations which are a 
necessary preliminary and that the actual work of clearance 
will begin as soon as technically possible. In other words I am 
satisfied from the discussions with the Secretary General and 
the assurances which I have received from him that he will 
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press on with his task without delay and that work will begin 
as soon as technically possible and that its progress will not be 
dependent upon other considerations. 

The French and British Governments have come to the con- 
clusion that the withdrawal of their forces in the Port Said 
area can now be carried out without delay. They have in- 
structed the Allied Commander-in-Chief, General Keightley, 
to seek agreement with the United Nations’ Commander, Gen- 
eral Burns, on a timetable for the complete withdrawal, taking 
account of the military and practical problems involved. This 
timetable will be reported as quickly as possible to the Secre- 
tary General of the United Nations. Given good faith on all 
sides, it can be carried out in a short time. In preparing this 
timetable, the Allied Commander-in Chief has been told to 
ensure that proper regard should be had to the maintenance of 
public security in the area now under Allied control. The 
United Nations’ Commander has been asked to make himself 
responsible for the safety of any French or British salvage re- 
sources left at the disposition of the United Nations’ salvage 
organization. The Secretary General has accepted this respon- 
sibility. 

In making communication to the Secretary General to this 
effect, and a copy will be issued in the Official Report, the two 
Governments have again drawn attention to the treatment of 
British and French nationals in Egypt. 

Another matter of long-term importance is the future of 
the canal. The position with regard to that is this, the Secre- 
tary General will promote as rapidly as possible negotiations 
on the basis of the following matters: first the six require- 
ments set out in the Security Counci"’s resolution of the 13th 
of October; secondly, the conversations between the Secretary 
General and the Foreign Ministers of France, Egypt and my- 
self in New York; and thirdly the Secretary General's letter to 
the Egyptian Foreign Minister of the 24th of October, setting 
out a basis for the negotiation of a system to conform to the 
six principles and the Egyptian acceptance thereof of the 2nd 
of November. I believe we shall reach an agreement providing 
adequate guarantees that the six requirements will be met. Her 
Majesty's Government, of course, adhere to their view as ex- 
pressed in the resolution voted on by the Security Council on 
the 13th of October with regard to the 18-Power proposals. 

Lastly, there is the question of a long-term settlement of all 
the problems in the area. I believe that our action has done a 
great deal to produce conditions in which progress can now 
be made. Israel should withdraw from Egyptian territory. We 
have said this repeatedly. With regard to the Gaza strip, it is 
our view that Israel should withdraw from that also and that 
the strip should be made a United Nations’ responsibility. I 
am sure that would be the best solution of a difficult problem. 
A just settlement of the refugees is an essential condition of a 
final settlement, together with agreement about frontiers, water 
schemes, and other matters. All this I know has been said be- 
fore but at the present time we have the knowledge that there 
is being stationed in the area a substantial United Nations’ 
force charged with the duty of keeping the peace. That, I am 
certain, will contribute to the final settlement, which is the 
prerequisite of stability in the area. 

Therefore, I claim that we have stopped a local war. We 
have prevented its spreading. The extent of Soviet penetration 
has been revealed. We have caused the United Nations to take 
action by the creation of an international force. We have 
alerted the whole world to a situation of great peril. We have 
created conditions under which there can be hope of wider 
settlements. Of course there will be heavy costs to bear, but 
they would have been far greater if our action had not been 
taken, and it is now for the United Nations and its member 
states to see that this opportunity is turned to good account. 
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Deliwered in the General Assembly, United Nations, December 5, 1956 


R. PRESIDENT, 
I should like first on behalf of the Israel Delegation 


to express to you our warm felicitations on your 
election to the high office which you now occupy. Your unani- 
mous election is a tribute not only to your country and to the 
peoples of Asia but to you personally, in recognition of the 
long and distinguished service which you have rendered to 
the cause of international understanding, and of the high 
qualities of chairmanship which you have shown in previous 
sessions. 

The past year has been an important milestone in the 
progress of the United Nations. It has been marked by notable 
developments both in its composition and in its responsibili- 
ties. Our membership is at last approaching that ideal of uni- 
versality to which my delegation has always subscribed. Many 
European nations, which had until now been unrepresented 
among us, have at last been admitted in our numbers. At the 
same time the swift process of African-Asian emancipation is 
reflected by the addition to our body of many countries which, 
like my own, had until very recent years been under colonial 
or mandatory tutelage. We, on the western limits of the Asian 
continent are indentified with these other countries of Asia 
in their struggle for independence and we have rejoiced with 
them in their ultimate triumph. We look to them, out of their 
own experience, to have understanding for our desire and de- 
termination to maintain our national existence in peace and 
independence. 

In our belief that the interest of the world community will 
best be served by a maximum representation within this body, 
we have not refrained from voting in favour of countries where 
our own good-will has yet to be reciprocated. It is our assump- 
tion and hope that every state which accepts the privileges and 
responsibilities of our Organisation will abide by the basic 
principles of its Charter, which enjoin upon every member the 
duty to live in peace and friendship with every other member. 

Mr. President, I shall inevitably be obliged to concentrate 
most of my statement on the political problems which di- 
rectly affect the people of our area and which have taken up 
so much of the time of this Assembly in the past weeks. If I 
fail to deal with other important problems it is due to no lack 
of interest or attention on our part to matters which affect the 
world community in general. On the matter of Hungary, my 
Delegation has already given expression to its position in the 
statement made and the vote recorded last week in the Plenary 

of the Assembly. We shall express ourselves on other issues 
in the relevant committees. I should however like to take this 
opportunity to refer to one aspect of United Nations work 
which is, I believe, a source of satisfaction to all of us—that of 
the Technical Assistance Administration. The work of building 
up and reconstructing our land and integrating our immigrant 
population has continued uninterruptedly despite the heavy 
tensions and difficulties of the past years. Our relations with the 
United Nations and with the Specialised Agencies in the field 
of technical assistance are highly valued by us. It has been 
a fruitful association. We have received the advice and help 
of experts in various fields from health and labour relations to 
productivity and taxation techniques. We are glad to pay tri- 
bute to the manner in which the officials concerned have 


carried out their assignments and to their devotion to the ideal 
of international cooperation and mutual help amongst nations. 
At the same time we, for our part, take some pride in the fact 
that we are not only recipients of international technical as- 
sistance, but have also been able to make a modest contribution 
in supplying expert help to other countries in certain fields in 
which we acquired a more specialised experience. 

On the broader scene, I would like also to add the following 
on a topic which affects the very destinies and existence of 
mankind. 

During the last decade the world suddenly became aware 
of the invisible danger lurking in the background: the possible 
biological effects of atomic radiation. A danger which may 
cause irreparable harm to many generations to come. 

Many countries of the world are vigorously carrying out 
scientific investigations of the various facets of the new and 
extremely complicated problem of radioactive contamination. 
However, the United Nations bears a particular responsibility 
in this matter, since it has the authority as well as the tech- 
nical means to deal also with the political problems involved— 
such as the control of nuclear weapons’ tests. 

A few days ago the distinguished representative of Norway 
suggested to this Assembly that as a first step, any planned 
weapons’ tests, expected to cause measurable world wide radio- 
active fall-out, should be registered with the United Nations. 
My delegation was impressed by this proposal, and hopes that 
it will receive the attention of the appropriate organs of the 
United Nations. 

The desire for peace, Mr. President, is deeply rooted among 
the people of Israel. And when, just nine years ago, the United 
Nations General Assembly, by more than a two-thirds vote, 
adopted its resolution that a Jewish State be established in 
Palestine, our profoundest wish was that the hand of friendship 
which we then extended to our Arab neighbours would be ac- 
cepted. Can it be doubted that, had that then been done the 
benefits to all the peoples of our region resulting from the 
peaceful cooperative endeavour of the Arab nations and of 
Israel would have been of the highest order? 

It is revealing to recall the reactions on that very day of the 
delegates of Iraq and Syria respectively to that Resolution of 
29 November 1947. The Iraqi representative said: 

“I wish to put on record that Iraq does not recognise the 

validity of this decision and will reserve freedom of action 

to its implementation.” 
The Syrian delegate, in referring to the United Nations resolu- 
tion declared: 

“My country will never, I repeat never, recognise such a 

decision” 
and he went on to say: 

“Gentlemen, the Charter is dead.” 

These statements were echoed by the representatives of all 
other Arab member states. 

On that same day we in Jerusalem heard of the decision of 
the United Nations. As head of the Political Department of 
the Jewish Agency in Jerusalem it fell to my lot to address a 
huge demonstration there of our people and to appeal to the 
Arabs in Israel and in the neighboring countries: “Our hand 
is offered to you in peace and friendship.” A few hours later 
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we buried our first victims of Arab attacks. 

Six months passed and on 14 May 1948, in pursuance of the 
United Nations resolution, Israel was proclaimed an indepen- 
dent state. Within twelve hours Tel-Aviv was subjected to 
bombardment by Egyptian planes. 

The story of the invasion of reborn Israel by the armies of 
the Arab countries is too well known to need repetition. But 
in view of the new-found enthusiasm of Egypt, witnessed 
by us here in the past few weeks, for the resolutions of the 
United Nations it is worth while to recall the statement made 
to the Security Council at that time by the Egyptian represen- 
ative when, after battle had raged for eleven days against Israel, 
the Council called for a cease-fire. 

“The Egyptian Government,” he said, “regrets that it cannot 

abide by a recommendation of the Security Council to cease 

fire in Palestine.” 

And Egypt and the other Arab countries did not comply 
with the United Nations Assembly resolution. Israel was left 
to her own fate. If Israel is alive today it is due solely to the 
heroic self-defence of its people, young and old. 

Mr. President, if I have ventured briefly to recall the events 
of eight and nine years ago it was to emphasize three things: 
one, the role played by the United Nations in the establish- 
ment of Israel; second, the immediate attempt at its destruc- 
tion by the Arab States—all but one of whom were already 
then members of the United Nations; and third, Israel’s pro- 
found and unequivocal desire for the establishment of peaceful 
relations with its Arab neighbours. 

The same day in May 1948 that Egyptian bombs began to 
fall on Tel-Aviv, the first Jewish refugee ship from the camps 
in Germany reached the shores of Israel. Six million of the 
seven and a quarter million Jews of Europe, outside of the 
Soviet Union, had been slaughtered by the Nazis; and now the 
survivors were coming back not as the banned “illegals” of the 
mandatory regime, but to the greeting prophesied by Jeremiah. 
“Thy children shall come back to their border.” 

These two episodes are symbolic of the life of Israel since 
its inception. Rescue and reconstruction, menaced constantly by 
the destructive efforts of its neighbors. 

Israel’s people went forth into the desert or struck roots 
in stony hillsides to establish new villages, to build roads and 
houses and schools and hospitals. Marauders, later organized as 
fedayeen, entering from Egypt and Jordan, were sent in to 
kill and destroy. Israel dug wells, brought water in pipes from 
great distances. Egypt sent in fedayeen to blow up the wells 
and the pipes. 

Jews from Yemen brought their sick, undernourished chil- 
dren with a tradition that two out of five die. They are now 
down to an infant mortality of less than 4%, that is, one out 
of 25. While we are feeding these babies and curing them of 
their diseases, the fedayeen were sent in to throw bombs at 
children in synagogues and grenades into baby homes. 

This perallel went on for eight long years. Day in, day out, 
and night after night. Men, women and children—the remnant 
who survived the Hitler atrocities, and the more than 400,000 
Jews from Arab-speaking countries of the Middle East and 
from North Africa; sick, scared and undernourished, broken 
in body and spirit; people seeking to rebuild their lives, the 
new settlers of the Negev desert, these were the objects of the 
terror to which we were subjected. 

For eight years now Israel has been subjected to the un- 
remitting violence of physical assault and to an equally unre- 
mitting intent to destroy our country economicaily through 
blockade, through boycott and through lawless interference 
with the development of our natural resources. Since Israel's 
efforts to repulse the concerted Arab onslaught in 1948, my 
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country has had no respite from hostile acts and loudly pro- 
claimed threats of destruction. 

It would be idle to pretend that the present situation can 
be discussed without regard to this background, or that the 
causes that precipitated Israel's recent security action can be 
ignored. If this Assembly is genuinely determined to restore 
peace to the Middle East it must first determine from which 
source aggressive policies derive. It will serve little purpose to 
isolate one link in the chain of circumstances, to thrust the 
weight of resolutions upon one incident without considering 
the total effects. Unless the United Nations is prepared to use 
its influence to prevail upon the countries of the Middle East 
to negotiate a fundamental solution, the Middle Eastern caul- 
dron will continue to seethe and the region will be a powder 
keg for others anxious to exploit its inflammable possibilities. 
Not only the well-being of Israel, but perhaps the peace of 
mankind, demand that the question of responsibility for unrest 
in this part of the world be squarely faced and the causes of 
tension removed. 

Israel is ringed by hostile states which invoke the terms of 
the 1949 Armistice Agreements when they find it convenient, 
and which flout those agreements when they find them op- 
pressive. They refuse to sign peace treaties, clinging desperately 
to the discredited theory of a “belligerent status” against Israel, 
while at the same time piously demanding the protections of 
peace for themselves. As long ago as 12 June 1951, an official 
Egyptian representative defended his country’s obstruction of 
Israel shipping through the Suez Canal with the following 
extraordinary words: 

“We are exercising a right of war. We are still legally at 

war with Israel. An armistice does not put an end to a state 

of war. It does not prohibit a country from exercising cer- 
tain rights of war.” 

We know from agonizing experience what these “certain 
rights of war” are. They include indiscriminate terror, arson 
and economic attack. At the same time any Israel effort to stop 
murder and pillage, to make existence tolerable for its be- 
leaguered population is met with an outcry about the violation 
of peace, a peace which exists only in so far as it accords with 
the convenience of those who have broken it. A comfortable 
division has been made: The Arab states unilaterally enjoy 
the “rights of war;” Israel has the unilateral responsibility of 
keeping the peace. But belligerency is not a one-way street. 
Is it surprising if a people labouring under this monstrous 
distinction should finally become restive and at last seek a way 
of rescuing its life from the perils of a regulated war conducted 
against it from all sides? 

For the people of Israel this paradox is not merely a question 
of logic or semantics. Among the “rights of war” exercised 
against Israel has been the fedayeen campaign unleashed by 
Colonel Nasser in the summer of 1955. You know who these 
fedayeen are. They are gunmen, trained by Egyptian army 
officers and recruited chiefly from among the Arab population 
in the Gaza strip, which was captured by the Egyptian army 
when it invaded Israel in 1948. Fedayeen gangs have been 
planted in Jordan, Lebanon and Syria. Very heavy concentra- 
tions of these fedayeen units were stationed in the Sinai 
desert. Israel’s narrow borders and long frontiers make it par- 
ticularly vulnerable to terror squads who cross the border at 
night with the sole objective of indiscriminately shooting or 
bombing any Israel house, or any man, woman or child. The 
murders committed by the fedayeen were hailed by the Cairo 
Radio on 31 August 1955, with words which left no doubt as 
to the identity of the organizers of these outrages: 

“Weep, O Israel, because Egypt’s Arabs have already found 

their way to Tel-Aviv. The day of extermination draws near. 

There shall be no more complaints or protests to the United 
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Nations or the Armistice Commission. There will be no 
peace on the borders because we demand the death of 
Israel.” 

The slaughter of six children and their teacher in the agricul- 
tural school of Shafrir, the bombing of a wedding in the Negev 
village of Patish—these are examples familiar to the world of 
the kind of heroic exploits so lustily applauded by Colonel 
Nasser when he addressed a fedayeen unit in the Gaza strip 
in the following terms: 

“You have proven by your deeds that you are heroes upon 

whom our entire country can depend. The spirit with which 

you entered the land of the enemy must spread.” 

The list of daily murders, of acts of robbery and sabotage, 
can be indefinitely extended. But let me only remind this 
Assembly of the events of 23 September of this year on another 
front, when a group of archaeologists was fired upon in Ramat 
Rachel from the Jordanian border. Five Israelis were killed 
and 16 wounded. The next day two more Israelis, a man and a 
woman, working in their fields in different parts of the country, 
were killed by Jordanian units. When, in response, on 25 
September, deterrent action was taken at Husan by an Israel 
army unit, this action was officially described as “unprovoked.” 

May I say that the people of Israel cannot emulate, nor do 
they understand, this legalistic detachment. When their peace- 
able fellow-citizens are murdered in cold blood, in the course 
of their daily occupations, they are provoked and they demand 
that their Government reflect that sense of provocation by 
affording them the protection which every state owes its 
citizens and which international bodies are apparently unable 
to provide. If moral distinctions are to be made, then let me 
suggest that controlled military actions—with limited and well 
defined military or police objectives—are less abhorrent, even 
to the most sensitive conscience, than wanton and indis- 
criminate murder which strikes not at military targets, but 
solely at civilians. 

The campaign of terror unleashed against Israel was not 
stopped by the intervention of the United Nations. The cease- 
fire secured by the Secretary-General last April was not honored. 
Instead, despite exemplary restraint practiced by Israel im- 
mediately after that cease-fire agreement, violence increased on 
every border. Every sign pointed to the fact that the Egyptian 
dictator was about to realize his cherished and fully publicized 
ambition of a second round aimed at destroying Israel. He had 
amassed huge stocks of heavy armaments, secured largely from 
the Soviet Union and affiliated countries. He had concluded 
treaties with Jordan and Syria according to which the military 
forces of these countries were placed under the Egyptian High 
Command. We knew of large concentrations of armour and 
fedayeen in the Egyptian bases in the Sinai desert and the 
Gaza strip directly along the borders of Israel. There was a 
minimum of reticence about the proposed “extermination” of 
the small neighbouring State. We recognized the symptoms. 
Within the life-time of nearly every person here present a 
dictator arose who, like this disciple of his, informed the world 
in advance of his blood-thirsty plans. The ashes of the crema- 
toria, the carnage of millions, a world in ruin, testified to the 

fidelity with which he kept his purposes. 

Such a lesson should not be forgotten. Certainly the people 
of Israel are not likely to forget what the threat of total ex- 
termination means. 

It is not my intention to enter here into a description of the 
acts of hostility of the Egyptian government in many other 
firlds. But the Assembly cannot remain indifferent, above all, 
to the fact that ever since the Resolution of the Security 
Council of 1 September 1951, and, indeed, before that, the 
Government of Israel has patiently striven to solve the grave 
international problem of a double sea blockade imposed against 
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Israel by Egypt in the Suez Canal and in the Straits of Aqaba. 
The Security Council confirmed the illegality of this blockade 
and rejected the Egyptian argument of a “state of war” by 
which it sought to justify it. The Council ordered Egypt to 
terminate these practices. In October 1956 the Security Council 
repeated its call for free passage without any discrimination, 
“overt or covert.” Their decisions have been flouted. At the 
same time Egypt and the other Arab countries have sought 
by every means, direct and indirect, by organised boycott and 
by indiscriminate threats against it and attempted blackmail 
of countries friendly to Israel, to cripple Israel's commerce and 
to strangle her economic life. It has extended that boycott of 
Israel even to the agencies of this very organisation, the United 
Nations. 

We are a small people in a small barren land which we 
revived with our labour and our love. The odds against us 
are heavy; the disparity of forces is great, but we have no al- 
ternative but to defend our lives and freedom and the right 
to security. We desire nothing more than peace, but we 
cannot equate peace merely with an apathetic readiness to be 
destroyed. If hostile forces gather for our proposed destruc- 
tion they must not demand that we provide them with ideal 
conditions for the realisation of their plans. Nor shov’" it be 
— that the sincere desire for peace, shared by lany, 

used as the shelter for such preparations. 

The action of the Israel army in the unpopulit«: Sinai 
desert served to disrupt well-laid Egyptian plans and tc liqui- 
date new bases of active hostility against us. The texts of cap- 
tured Egyptian military documents which Israel presented to 
the Security Council on 15 November indicate how imminent 
was the attack. I shall not repeat the long and detailed direc- 
tives to the Egyptian commanders. But it would be salutary for 
all of us not to forget the introduction, which read: 

“Every commander is to prepare himself and his subordi- 

nates for the inevitable campaign with Israel for the pur- 

pose of fulfilling our exalted aim which is the annihilation 
of Israel and her destruction in the shortest possible time 
in the most brutal and savage battles.” 

I wonder, Mr. President, if there are any other countries 
represented in this Assembly who live under similar conditions. 
And I wonder whether there is a people in the world prepared 
to commit itself to a policy that, if placed in Israel's situation, 
it would take no action in self-defence. 

Is it conceivable that this Assembly should view the situation 
in Israel preceding 29 October 1956 as one of peace? Why 
should acts of cowardly murder of unarmed men, women and 
children, carried out for years, evoke less resentment than an 
open military operation against nests of fedayeen and bases 
of hostile forces? 

Mr. President, the practical problems which, it is claimed, 
divide the Arabs and Israel are not beyond solution. The world 
has, for instance, known and still knows refugee problems of 
far wider scope than those of the Arab refugees. In Korea, in 
India and Pakistan, in Greece and Turkey, in Europe after 
World War II, these numerically far larger problems have 
or are being successfully handled. Who more than the Jewish 
people has endured the tragic fate of the refugee? If to-day 
there is no bitter Jewish refugee problem in the world, it is 
because Israel supported by the solidarity of the Jewish people 
everywhere and with the aid of friendly governments has 
largely solved it. There need never have been a Palestine Arab 
refugee problem at all, had it not been created by the action of 
the Arab states. Given the cooperation of those same Arab 
states this distressing human problem could readily have been 
solved and can be solved to-day. In its solution Israel, as has 
been previously stated on behalf of my government, is pre- 
pared to play its part. But while Israel was absorbing Jewish 
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refugees to a number exceeding that of all the Arab refugees 
—and hundreds of thousands of those whom we absorbed 
came from these same Arab lands—the Arab states for their 
part, with the exception of Jordan, were erecting an iron wall 
between themselves and these kinsmen of theirs. And since 
then they have lost no opportunity for exploiting these people 
as a political weapon in their war against Israel. 

The fundamental problem in the whole situation is the sys- 
tematically organised Arab hostility against Israel. Arab enmity 
towards Israel is not a natural phenomenon. It is artificially 
fostered and nurtured. It is not, as has been here alleged, Israel 
which is an instrument of colonialism. It is the Israel-Arab 
conflict which keeps the area at the mercy of dangerously 
contending outside forces. Only by the liquidation of that 
conflict will the people of the region be able to work out their 
own destinies in independence and hope. Only in that pros- 
pect lies hope for a brighter future of equality and progress 
for all the peoples concerned. If hatred is abandoned as a 
principle of Arab policies everything becomes possible. 

Over and over again the Israel government has held out its 
hand in peace to its neighbours. But to no avail. At the Ninth 
Session of the General Assembly the Israel representative sug- 
gested that if the Arab countries were not yet ready for peace, 
it would at least be useful as a preliminary or transitory stage 
to conclude agreements committing the parties to policies of 
non-aggression and pacific settlement. The reply was outright 
rejection. Our offer to meet the representatives of all or any 
Arab country still stands. Never have we heard an echo from 
across our borders to our call for peace. 

The concept of annihilating Israel is a legacy of Hitler's war 
against the Jewish people, and it is no mere coincidence that 
the soldiers of Nasser had an Arabic translation of “Mein 
Kampf” in their knapsacks. Those concerned sincerely with 
peace and freedom in the world would, I think, have been 
happier had some more ennobling literature been offered these 
men as a guide. We are convinced that these dangerous seeds 
have not yet succeeded in corrupting the Arab peoples. This 
fatal game is one which the Arab political leaders should halt 
in the interests of the Arab peoples themselves. 

I wish at this point to renew an appeal already heard from 
this rostrum to Egypt to desist from the shameful and disas- 
trous policy recently initiated of wholesale persecution of its 
Jewish population. 

I shall not elaborate on the mass of detailed information now 
reaching us in this connection, some of which has been in- 
corporated in a memorandum which it was my honour to trans- 
mit to you last Saturday afternoon—the sordid and disgrace- 
ful story of deportations and concentration camps, of in- 
dignity and spoliation, the holding of hostages to ensure silence 
on the part of those expelled, and of callous brutality. I can 
only hope that the shocked conscience of the world will have 
its effect on the rulers of Egypt and that they will yet desist, 
and desist at once, from the measures on which they have 
embarked. 

Mr. President, what ought to be done now? Are we, in our 
relations with Egypt, to go back to an armistice regime which 
has brought anything but peace and which Egypt has derisively 
flouted? Shall the Sinai desert again breed nests of fedayeen 
and of aggressive armies poised for the assault? Will certain 
countries rearm Egypt for the renewed pursuit of its an- 
nounced aims? Must the tragedy be re-enacted in the tinder- 
box of the Middle East? The peace of our region and perhaps 

of more than our region hangs on the answers which will be 
given to these questions. 

In a letter to the Secretary-General of the United Nations 
of 30 October 1956, we put the following questions: 

(a) “Does Egypt still adhere to the position declared and 
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maintained by her over years that she is in a state of 
war with Israel? 

(b) “Is Egypt prepared to enter into immediate negotia- 
tion with Israel with a view to the establishment of 
peace between the two countries as indicated in para- 
graph 3 of the aide-memoire of the Government of 
Israel of 4 November 1956 to the Secretary-General of 
the United Nations? 

(c) “Does Egypt agree to cease economic boycott against 
Israel and lift the blockade of Israel shipping in the 
Suez Canal? 

(d) “Does Egypt undertake to recall the Fedayeen gangs 
under her control in other Arab countries?” 

Is it too much to expect clear, simple binding answers? Are 
we, and not only we but you fellow members of the United 
Nations, to take as an answer the announcement on Cairo 
Radio, on 2 December 1956, repeated again later in the day, 
that: “The Fedayeen command has decided to launch a fierce 
campaign within Israel during the coming winter season.” Can 
the United Nations make itself responsible for the restoration, 
once again, on our southern borders of murder and sabotage 
units pursuing a one-sided belligerency? The blockade in the 
Gulf of Aqaba is now terminated. The battery of guns in- 
stalled a few years ago by the Egyptian government on the 
desolate and empty shore at the southern tip of the Sinai penin- 
sula for the sole illegal purpose of preventing the passage into 
the Gulf of Israel shipping no longer exists. Would it not be 
grotesque for an international body to permit the creation 
anew of the conditions which made that blockade possible; or 
to permit Egypt to perpetuate unhindered its parallel blockade 
in Suez. We cannot believe that that is the case. To do so 
would constitute a distortion of the very meaning and essence 
of the Charter. 

My Government has undertaken an obligation to withdraw 
its forces from Egyptian territory and we are implementing it. 
But we must know—I think the Assembly must know— 
what will be the role of the United Nations Force after the 
Israel forces are withdrawn. We are certain that it is not the 
intention of the Assembly to recreate the conditions laden 
with the identical dangers which produced the explosion of 
29 October. 

May I remind the representatives of the Soviet Union that 
there was a time, not so long ago, when they understood 
Israel's right to self-defence and appreciated the true disposi- 
tion of forces in the Middle East? 

Ambassador Jacob Malik declared in the Security Council 
in 1948 in words which are as apt today as the day they were 
uttered: 

“Since its birth the State of Israel has declared that it will 

live in peace and entertain peaceful relations with all its 

neighbours. Israel is not to blame for the fact that this ap- 
peal did not meet with response from its neighbours.” 

The truth it that since 1948, when the words of the USSR 
delegate that I have quoted were uttered, nothing has changed 
in Israel's desire or intentions. We seek, as before, to fulfill our 
historic mission of rebuilding our land for our harried people 
and to live in peace with our neighbours. But I say again 
neither peace nor war can be unilateral. A boundary must be 
respected by two sides; it cannot be open to Fedayeen and 
closed to Israel soldiers. 

What does Israel want? Its requirements are simple. We 
wish to be secure against threats to our territorial integrity 
and national independence. We wish to be left alone to pur- 
sue the work of developing our country and building a new 
society founded on social justice and individual liberty. We 
wish to cooperate with our neighbours for the common good 
of all the peoples of the region. 
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Mr. President, these objectives do no more than give 


practical expression to the principles and purpose of our 
Charter. These are not special claims; they are the aims and 
policies of all peace loving members of the United Nations. 
I would urge this Assembly to think of the future with the 
same vigour and insistence that it has dealt with recent events. 
Can this Assembly leave this subject without raising its voice, 
with all the authority it carries, in a call to all the governments 
of the region immediately to enter into direct negotiations 
with the purpose of arriving at a peace settlement? We, the 
people of Israel, believe not only in the necessity but also in 
the possibility of peace. 
Only last Wednesday the representative of Egypt speaking 
from this rostrum made the following statement: 
“With the great majority of the peoples of the world, Egypt 
has been saying, and will continue to say, that all nations can 
and should, for their own good, moral as well as material, 
live together in equality, freedom and fraternity, and with 
modern science and its vast potentialities at the service of 
man, enabling him, carried by the momentum of liberty and 
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faith, to live an infinitely more productive and honourable 

life.” 

With that statement we wholeheartedly concur. We for our 
part are ready to make of it a practical reality. It is now for 
Egypt to do the same. 

Mr. President, the countries of the Middle East are rightly 
listed in the category of the “under-developed.” The standard 
of living, disease, illiteracy of the masses of people, the unde- 
veloped lands, desert and swamp, all these cry out desperately 
for minds, hands, financial means and technical ability. Can 
we envisage what a state of peace between Israel and her 
neighbours during the past eight years would have meant for 
all of us? Can we try to translate fighter planes into irrigation 
pipes and tractors for the people in these lands? Can we, in 
our imagination, replace gun emplacements with schools and 
hospitals? The many hundreds of millions of dollars spent on 
armaments could surely have been put to a more constructive 
purpose. 

Substitute cooperation between Israel and her neighbours 
for sterile hatred and ardor for destruction, and you give life 
and hope and happiness to all their peoples. 
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ITS SIGNIFICANCE TODAY 
By ALBERT C. WEDEMEYER, General U. S. A., retired 
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ENERAL KREBER, Distinguished Guests, Members of 
the Faculty and Student Class, and Ladies and Gentle- 
men. One of the most enjoyable diversions that I ex- 

perience from time to time is the opportunity of exchanging 
views with an alert and intelligent audience. Like all of the 
other speakers who have preceded me on this program I have 
the same deep sense of privilege and challenge. My subject, 
“World War II Strategy and Its Significance Today,” is to me 
at least very provocative. 

Gradually with the passage of time many of the critical 
events which shaped our policies and actions have been placed 
in their true historic perspective. Therefore I could very easily 
be accused of hindsight or Sunday morning quarterbacking if 
I express criticism from this platform today. However, I was 
privileged to participate in strategic planning for three years 
of the war, 1941 to 1943 and then postwar from 1946 to 1949. 
In the course of developing a sound strategy, our military 
planners constantly coordinated ideas and recommendations 
with many departments of the government, for example, State, 
Labor, Commerce, the War Production Board, and others. Fur- 
ther, they worked closely with representatives of Allied govern- 
ments, principally the British. Of course all final decisions 
rested with the President and the Leaders of the Allied Powers. 

It is not my purpose to place blame or to criticize in- 
dividuals, but rather to present objectively my observations, 
experiences and the conclusions I have drawn personally. It 
may be that I can unlock a few doors to important decisions 
that contributed to war-time and post-war strategy. 

The time for presentation is limited. Consequently I will 
adhere to my written text, otherwise in my enthusiasm for the 
subject I might wander all over the globe and far exceed the 
allotted time. If during the course of my talk I fail to make 
some point clear, it is my understanding that you will have 
an Opportunity later to ask questions. 

Earlier in our history when the United States was militarily 
secure and economically self-contained it was feasible to avoid 


entangling alliances with other nations. At that time there 
were practically no compulsions that would cause our leaders 
to study developments abroad or to evaluate their implications 
upon our national security and well-being. But today the inter- 
national situation is fluid, dynamic and often explosive. Our 
political stability is threatened by new ideologies. Important 
scientific developments threaten our military security and 
economic stability. Therefore we are forced to adopt new 
concepts in international relations. 

In the past when one country attempted to destroy another 
we called such action war. Invariably prior to military opera- 
tions there would be a period of strained relations followed 
by a formal declaration of war. The weapons used, rifles and 
cannon, were operated by personnel in military uniforms. To- 
day it is generally accepted, that the Soviet Union is com- 
mitted to a policy of undermining and ultimately destroying 
the United States. Yet there has been no declaration of war. 
The principal weapons pitted against us are political chican- 
ery, economic pressures, skillful propaganda and subversive 
operations. American hearts and minds and America’s eco- 
nomic well-being are the principal targets. Also in the past, 
international agreements were usually made and kept in a 
spirit of good faith. Now we are becoming accustomed to 
arrogant violations of treaties or interpretations at the pleasure 
of a signator. 

Before we entered World War I, we should have decided 
definitely and reached agreement with our Allies concerning 
the conditions, that we wished to create and maintain in 
Europe by defeating the Kaiser. Then we should have carried 
out the type of military operations and conducted negotiations 
at the peace table, that would accomplish those aims. Likewise, 
when we entered World War II, the conditions that we wished 
to create in Europe by defeating Hitler and Mussolini, and in 
the Far East by defeating Tojo, should have been clearly under- 
stood and agreed to by our Allies. But we Americans were not 
certain ourselves as to what we were fighting for, or what we 
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wished to accomplish. Lick the Kaiser! Make the world safe 
for Democracy! Revenge Pearl Harbor! The four freedoms! 
All highsounding and effective phrases to arouse patriotic 
fervor, but very nebulous guideposts for military operations— 
or for a peace conference. Plans and preparations for our role 
in the international arena were woefully lacking. A review of 
our history the past forty years would indicate, that policy- 
wise, we have been floundering more or less on uncharted in- 
ternational seas. 

I can recall no more accurate description of our position of 
inadequacy, than a statement made 350 years before Christ by 
Demosthenes. He was taking his people to task for following 
a day-to-day policy of expediency. These are the portentous 
words of Demosthenes, “Shame on you Athenians for not 
wishing to understand, that in war one must not allow oneself 
to be at the command of events. You Athenians are the 
strongest of all the Greeks in ships, cavalry, and revenue, but 
you don’t make the best of them. You make war like a bar- 
barian when he wrestles—if he suffers a blow, he immediately 
puts his hand to it. If he is struck again, he puts his hand 
there. But he has not the skill to evade his antagonist, nor 
does he think of parrying the blow. You, likewise, if you hear 
that Philip has attacked Chaereonea, you send help there. 
If he is at Thermopylae, you run there. If he turns aside you 
follow him, to right or left as if you were acting on Ais orders. 
Never a fixed plan, never any precautions. You wait for bad 
news before you act.” 

We Americans can no longer wait for bad news before we 
act, nor can we be apathetic about developments in any field of 
international endeavor. We have abundant resources,—a dy- 
namic economy with huge reserves of raw and processed ma- 
terials. We have a great military potential in trained manpower 
and ultra-destructive weapons. We all know that power gravi- 
tates with awesome inevitability toward those who use it 
readily and effectively. What we need is a well-conceived 
global strategy, that is sufficiently flexible to cope with chang- 
ing conditions and to meet any challenge in the world. 

The Merriam-Webster Dictionary defines strategy as the 
art and science of employing the armed strength of a belliger- 
ent power to secure the object of war. Clausewitz’ definition is 
often quoted: War is the extension of political processes by 
the employment of military force. Most definitions attribute 
to the term strategy, a marked military connotation. Would 
not a broader definition be more applicable in today’s complex 
world, where military and non-military forces are equally in- 
volved in hot and cold wars? For the purposes of my presenta- 
tion today let us use this definition: Strategy is the art and 
science of employing all available resources to accomplish na- 
tional objectives. 

A nation’s resources may be classified in four broad cate- 
gories, political, economic, psycho-social and military. In peace- 
time and in war they are the four major instruments of na- 
tional policy. Let us consider these resources more in detail. 

Political resources include foreign alliances or pacts, for 
example the Inter-American Treaty of Reciprocal Assistance, 
the North Atlantic Treaty Organization, and the Southeast 
Asia Treaty Organization. Such alliances are designed to bring 
about concerted action in the political, cultural and military 
fields for the mutual benefit and security of the participating 
nations. 

Economic resources include raw and processed materials, the 
industrial complex, communications, transportation, man- 
power and financial assets. Economic resources also include 
trade agreements with other nations and the extension of 
technical assistance. An effective form of economic pressure 
is the establishment of blockades, or the buying up of sorely 
needed raw materials to deny them to an enemy. 
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Psycho-social resources include propaganda, subversive op- 
erations, cultural and scientific exchanges and information 
media. Since our current trial of strength today is not only 
between massed bodies of armed men, but is also between 
opposed ideas, ideological victories assume almost equal im- 
portance with military triumphs. There is a cliche to the effect 
that bullets will never stop good ideas—but good ideas may 
stop bullets. 

The final major category of resources in strategy is the 
military. Military force or the intimidation of force has been 
the principal instrument employed in the historic develop- 
ment of empires, world powers and even smaller nations. It is 
generally accepted, that military resources should not be used 
except as a last resort,—only when the use of all other means 
has failed. 

These then are the four major weapons of strategy, or the 
principal instruments of national policy—political, economic, 
psycho-social and military. But before a plan for their use can 
be composed, there are two important conditions that must be 
fulfilled. The planners must have a definite understanding of 
our National Aims or Goals. In other words they must have 
a clear concept of the political, economic and psycho-social 
conditions, that we wish to create or preserve both at home 
and abroad. Who makes these vital decisions? Under the Con- 
stitution, the formulation of National policies is definitely the 
responsibility of the President, assisted by the State Depart- 
ment, and to a lesser degree by Congress. There must also be 
available to the planners, carefully evaluated Strategic Intel- 
ligence, so that they can consider the limitations and capabili- 
ties, and, if possible, the intentions of potential enemies, as 
well as of friendly nations. Who has this important respon- 
sibility? The Central Intelligence Agency provides strategic 
intelligence concerning political, economic, psycho-social and 
military developments in other countries. 

Let us consider how our four major categories of strategic 
resources were employed immediately before and during 
World War II. 

On the political level before our entrance into the war, Presi- 
dent Roosevelt gave Prime Minister Churchill definite assur- 
ances of all possible assistance short of open hostilities. After 
Pearl Harbor, these agreements were re-affirmed and extended 
to include our full participation in the war against Germany, 
Italy and Japan. 

In the economic field, the British and other nations began 
in 1939 to place increasingly large orders for war supplies 
with American industries. Many factories were tooled up for 
extensive war production, long before we were involved. In 
1941, the United States Congress passed the Lend-Lease Act, 
in order to bolster the economies of those countries fighting 
aggression. The British Commonwealth, the Free French, 
China, the U.S.S.R. and the governments in exile received 
large quantities of munitions and other sorely needed materials 
through Lend-Lease channels. By 1942, our plants were pro- 
ducing planes, tanks, and other munitions in ever increasing 
quantities. The pooling of sea transportation with the British 
was another important economic step. It resulted in effective 
and timely coordination of cargo vessels when transporting 
troops and supplies to theaters of operations, or foodstuffs and 
raw materials to the beleaguered British Isles. The economic 
blockade around Europe was tightened. As appropriate air aud 
naval forces became available, an increasingly effective block- 
ade was established around Japan. 

In the psycho-social field, we were not as well prepared, as 
in the political and economic. Propaganda and undercover 
operations are not in the American tradition. We did not 
understand its use and accordingly, we organized slowly and 
weighed carefully the advice of the British. They had already 
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established facilities for clandestine operations, propaganda 
and strategic intelligence. However, in 1942 the Office of 
Strategic Services and the Office of War Information were or- 
ganized and became increasingly effective as the war pro- 
gressed. 

We have considered briefly three of the important resources 
of strategy—as employed in the early phases of World War II. 
Let us now review the development of plans for the use of 
the fourth strategic resource—maulitary force. 

Shortly after Pearl Harbor the Joint Planning Staff was di- 
rected by the Joint Chiefs of Staff to prepare a strategic plan, 
which outlined the broad scheme of maneuver for ultimate 
military victory. 

Conversations between senior American and British civilian 
and military representatives had taken place in Washington 
and London well in advance of our entrance into the war. 
During the course of their discussions, it was agreed, that 
when the United States entered the war, combined efforts 
would be made to defeat Germany first. It was expected that 
Italy would fall very quickly thereafter, and then a combined 
effort would be made to defeat Japan. The Joint Planners 
therefore, conducted their studies on the premise, that strategic 
offensive operations would be conducted in the European area, 
and strategic defensive operations in the Pacific. 

The American planners quickly reached agreement among 
themselves, that an invasion of the European citadel should be 
made as soon as adequate forces were available. They examined 
the European area carefully, starting at the Scandinavian cap, 
thence south along the Peninsula to Holland, the French coast, 
around the Iberian Peninsula, east along the South coast of 
Europe to the Bosphorus. They searched for the point or area, 
which offered the most favorable opportunity to establish a 
firm lodgement on the Continent, and to extend the invasion 
into the heartland of Germany. 

After carefully weighing the advantages and disadvantages 
of various locations, they recommended, that the invasion be 
made on the shores of Normandy—in the summer of 1943; 
that the British Isles be used as the assembly and base area; 

that preliminary air and naval operations be conducted in order 
to disrupt the Germany economy, and to destroy the enemy Air 
Force and military installations. Also immediately after the 
establishment of firm lodgements, that additional forces be fed 
in and advance rapidly east and south; and that the invading 
forces seize control of France, Germany, Poland, and the 
Balkans. It was emphasized, that Anglo-American control must 
extend eastward to the Vistula River in Poland at war's end. 

The American Planners, in recommending this broad scheme 
of maneuver, were thinking not only of a decisive military 
victory for the Allies. They were greatly concerned with the 
conditions that would be created in Europe, as the result of 
widespread killing and destruction, with resultant dislocations 
and chaos. They knew, that power vacua would be created 
into which would flow, irresistible, those ideologies and forces, 
that were most readily available. Obviously these matters 
could not be discussed freely, as there were some high officials 
in our government at that time, who seemed to trust the Soviet 

completely. They opposed any restrictions on the method or 
the scope of our cooperation with the Communist Ally. It was 
apparent to many Americans even as far back as 1941 and 
earlier, that the Communist form of tyranny was just as great 
a threat to man’s hard-earned freedoms, as Nazism, Fascism, 
and the military Jingoism of the Japs. Therefore, if Western 
European culture were to be preserved, it was mandatory, that 
the Soviet-Communist Armies, which were always accom- 
panied by political commissars and subversive units, should 
be kept east of the Vistula River. 

This appeared entirely feasible, if adequate Anglo-American 
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forces could be equipped, trained, and assembled in the British 
Isles, and then launched across the Channel in the summer of 
1943, while the Soviet and the bulk of the Nazi forces were 
still locked in mortal combat deep in Russia. According to the 
estimates of our responsible Government Agencies, all of the 
requirements for a 1943 Cross-Channel operation could be ful- 
filled. Further there would be ample time to carry on the pre- 
liminary, softening-up operations against fortified Europe, in 
the judgment of the Navy and Air Force. 

From the earliest contacts, it was apparent, that there were 
widely divergent views concerning strategy between the Amer- 
icans and the British. These differences ran the gamut, but the 
most controversial concerned “Dispersal versus Concentration,” 
“Military Targets versus Political, Economic, or Psychologica! 
Targets,” “The European Theater versus the Far East,” with 
various ramifications of timing, scope and objectives. In dis- 
cussing strategy in April, 1942, the British agreed to the 
American plan for a cross-channel invasion in the summer of 
1943. It soon became evident however, that the British were 
determined to conduct operations before 1943 at several points 
on the perimeter of Europe, and definitely in the Mediter- 
ranean area. The British maintained, that limited strikes by 
amphibious forces with air and naval support, as well as com- 
mando raids at various points on the periphery of Europe, 
would harass the enemy, keep him off balance, disperse his 
forces and lower the morale of the German people. Further 
these periphery operations along with stepped-up aerial bom- 
bardment and naval blockade were expected to soften-up 
German resistance and thus insure the success of a large-scale, 
decisive invasion later. Churchill told our President, that for 
political reasons, he could not wait a whole year before he 
implemented his British forces against the enemy. Also he 
cautioned Roosevelt, that Russia might be knocked out of the 
war unless strong diversionary operations were undertaken 
soon, somewhere in the European Mediterranean theater. 

The Americans countered—pointing out that the Western 
Allies would be pounding the enemy with increasing fury 
and effectiveness with combined Air Power throughout 1942; 
that operations in the Mediterranean would render timely con- 
centration in the United Kingdom difficult if not impossible 
for the scheduled 1943 channel crossing. The Americans stead- 
fastly maintained that a 1943 invasion of the heartland of 
Europe had an excellent chance for success because German 
defenses would be weakest at that time for the bulk of the 
Nazi and Soviet land and air forces would be in a death 
struggle deep in Russia. These discussions were in full bloom 
when two important developments occurred. The Germans 
continued their advance on Stalingrad, causing Stalin to de- 
mand the immediate establishment of a second front by the 
Western Allies in order to create a diversion and relieve the 
pressure on his battered armies. Also in North Africa the Ger- 
man African Corps under Rommel was precariously close to 
cutting the vital lines of communications to Middle East oil 
and to India and Australia, a situation dangerous to the British 
economy and a blow to her prestige. To cope quickly with 
these developments Allied troops were committed to opera- 
tions first in northwest Africa and thence eastward to knock 
Rommel out and finally obtain control of the entire African 
littoral. 

Gradually the build-up of our forces, first in Africa—then 
in Sicily and finally in Italy gave considerable weight to the 
continued arguments of the British that the main Allied in- 
vasion should be launched from the South coast of Europe 
through the Balkans. However, the Americans maintained 
that such a southern invasion presented almost insurmountable 
difficulties. They pointed out that the long lines of communica- 
tions in the Mediterranean would be highly vulnerable, espe- 
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cially through the narrow defile—the Strait of Gibraltar. 
Time-consuming and force-consuming preliminary operations 
would have to be conducted, in order to seize and develop 
bases close to the landing operations for the use of support- 
ing air and naval units. Extensive port facilities would be 
necessary to handle the tremendous quantities of supplies re- 
quired by the troops. 

The Americans argued that there is a complete absence of 
sizable ports along the Southern Coast of Europe East of 
Marseilles, particularly in the Balkan countries. Furthermore 
they pictured the difficulties due to the rugged terrain in 
Southern Europe, which is broken up by the Alps, the Balkan 
Mountains, the Transylvanian Alps, and the East Carpathians. 
Obviously these mountains would channelize the advance, and 
render maneuver difficult if not impossible. This rugged terrain 
would permit the enemy to block and possibly annihilate the 
invaders with numerically inferior forces. Also the Americans 
emphasized the fact that the British Isles afforded an excellent 
base of operations, and the lines of communications leading to 
that base were not too vulnerable. Further, on the north coast 
there are many large seaports capable of handling several 
thousand tons of supplies daily. The terrain in northern Europe 
is comparatively level and permits rapid maneuver to out- 
flank the defenders. Finally the British Isles, already available 
for use, afforded an ideal base for preliminary operations of 
the navy and air force, as well as an excellent assembly area 
for the invasion forces. 

The Americans felt, that from a strictly military viewpoint, 
most of the logic was on their side. But they did not reckon 
with the persuasiveness or the persistence of the Prime Min- 
ister of England. Nor had they much experience with the 
uncanny ability of the British Planners to rationalize either 
side of a question. I am reasonably certain that Churchill had 
the same political objective in mind as the Americans. How- 
ever, that subject was seldom mentioned among military plan- 
ners at home and, as far as I know, never to our Allies. The 
Prime Minister undoubtedly wanted to block off Communist 
troops from Western Europe, but he insisted upon extensive 
preliminary operations in the Mediterranean area before the 
decisive invasion effort would be launched. 

There were many other factors, not always military, that 
influenced the British leader and his advisers. It was traditional 
British policy to maintain lines of communication to the 
members of the Commonwealth for economic and prestige 
reasons, and of course successful Mediterranean operations 
would maintain and protect sea lanes to Egypt, the Middle 
East, India, Malaya, and Australia. The British also expected in 
this way to force Italy out of the War. At least they hoped 
to compel Hitler to dispatch more German troops to reinforce 
the Italian boot, Sicily and Sardinia, which would probably 
result in withdrawing German divisions away from the hard 
pressed Russian front. 

You are all familiar with the fact that Anglo-American 
forces did conduct extensive operations and achieved outstand- 
ing victory in the Mediterranean area. Churchill was sucessful 
in shaping Allied strategy, at least in the early stages of the 
war. When finally the American concept of invading Europe 
across the English Channel was executed in 1944, it was one 
year too late to realize the important political objective of 
denying a dominant position to the Soviet Communists in 
Western Europe and the Balkans. During the winter of 1943- 
44, the Germans had more than doubled the strength of their 
defense forces in Europe. Equally significant, the Soviet Armies 
had decisively defeated the Germans at Stalingrad, and were 
now in headlong pursuit of the fast retreating, demoralized 
troops of the Reich. Soviet columns were penetrating the 
Balkans and were advancing rapidly westward through Poland. 
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At war's end, the red banner of communism was firmly planted 
throughout the Balkans and Western Europe. 

We have considered our policies and strategy in the Euro- 
pean Theater. Let us turn now to the Far East, recalling that 
our agreed strategy was based on the premise that strategic 
defensive operations would be conducted in that area until 
Germany and Italy were defeated. 

Starting with Pearl Harbor, and throughout the initial stages 
of the war, the Japs inflicted serious blows on the Americans 
and British. They had been fighting in China since 1937. The 
situation had stabilized after the Japanese were in possession 
of all the principal seaports, food-producing areas and lines of 
communications in the eastern half of China. The British 
expressed little enthusiasm for extensive commitments of mili- 
tary forces in the Pacific area. Naturally, they wanted to 
recover their imperial territories in Southeast Asia, and also, 
they were concerned about the Japanese advance in Burma, 
and the possible fate of India. The British at all times, how- 
ever, minimized the importance of China to the Allied war 
effort. 

On the American side, there was a long history of friendly 
relations with China. There were military as well as political 
reasons for the Far East policies of the United States. The 
Americans wanted to make available the manpower and the 
strategic location of China in the struggle against Japan. China 
was in the same position with reference to Japan as the USSR 
with reference to Germany. In Europe, Russia was most ad- 
vantageously placed to deal with Germany, in view of her 
geographical position as well as her enormous manpower. In 
the Far East China bore a similar relation to Japan. It appeared 
to be a sound policy, therefore, to utilize the vast manpower 
resources of Russia and China by providing the necessary 
equipment to enable them to fight. 

The American military policy was to keep China fighting 
effectively throughout the war, in order to contain the maxi- 
mum possible number of Japanese troops in that area. At the 
Casablanca Conference early in 1943, although the Americans 
reluctantly gave their approval to continuing the forward 
movement of the operations in the Mediterranean, they also 
served notice to the British, that they would insist upon 
parallel operations in the Paciffic. This meant stepping up the 
scope of operations against the Japanese before defeating 
Germany, which was absolutely contrary to the agreed global 
strategy. As the result of the brilliantly conceived island- 
hopping strategy of General MacArthur, and the spectacular 
naval victories under Nimitz, the American forces gradually 
advanced northward toward the Japanese archipelago. By the 
spring of 1945, most of the Japanese shipping had been sunk, 
her Navy had been virtually destroyed, and her Air Force had 
been driven from the skies. The destruction of her homeland 
was so great and her economy was so weakened, that only a 
few months after the capitulation of Germany, Japan sued for 
peace. 

Just before the Japanese surrendered, the Soviets entered 
the war. Their troops advanced rapidly into Manchuria against 
light Japanese resistance. It should be emphasized, however, 
that their participation had no effect whatsoever on the out- 
come of the war, .nor did it accelerate the Japanese demand 
for peace. 

The Communists in China had remained militarily quiescent 
during the war. Their military forces were located in the 
vicinity of Yenan, in the West Central part of the country. 
Occasionally, they would make sorties against a Japanese 
blockhouse and would capture a few arms or Japanese 
prisoners. Surreptitiously however, they were conducting psy- 
chological warfare and laying the groundwork for extensive 
military operations against the Nationalist Government. They 
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were supported by Russian Communists in conducting their 
campaign of virulent propaganda and nationwide subversion 
against Chiang Kai Shek and his Nationalist Government. 
Also, after the Japs surrendered, large quantities of arms and 
equipment were turned over to the Chinese Communists by 
the Russians. Some of this equipment had been taken from 
the Japs. The remainder was Lend-Lease equipment, that we 
Americans had sent to help the Russians during the course 
of the war. 

In the light of these developments, we should recall Stalin's 
promise at Yalta, and reaffirmed at Potsdam, that the Soviet 
Union would give full support to the Nationalist Government 
of China. 

After eight years of fighting, conditions in China presented 
a picture of economic disruption and social demoralization. 
Here is an excellent illustration of a strong vacuum, created 
by the killing, widespread dislocation and destruction of war 
and then filled by the most readily available aggressive ideo- 
logical force—Communism. After great sacrifice in lives and 
treasure, again we Americans destroyed decisively one form of 
totalitarian aggression, only to permit an equally dangerous 
force to raise its ugly head in a position of dominance in the 
Far East. 

I believe that our attitude, during this crucial period, toward 
a faithful war-time ally, China, was a disgraceful blotch on the 
diplomatic escutcheon of the United States. The Chinese Na- 
tionalist Government had remained steadfast as a loyal ally 
throughout the war, although offered favorable terms of sur- 
render numerous times by the Japs. When our Ally sorely 
needed moral and material support, we announced the policy 
“wait and see.” The Chinese Nationalist Armies were well 

equipped and trained with American assistance. As the War 
against the Japs progressed they were fighting very effectively. 
However, after the war the flow of ammunition and equipment 
from the United States was curtailed and in some categories 
stopped altogether. Consequently the American weapons and 
equipment were useless against the advancing Communist 
troops, who on the other hand were amply supplied by the 
Russians. The dispirited and denuded Chinese Nationalist 
troops, many affected by the propaganda and subversive tactics 
of the Communists, offered little or no resistance. China was 
soon overrun and conquered by the troops carrying the red 
banner of Communism. Chiang Kai Shek, with loyal govern- 
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ment officials and remnants of his shattered armies withdrew 
to Formosa. 

There were many steps, that the United States could have 
adopted after VJ day to preclude the predominant influence 
of the Communists in the Far East. For example: announce our 
continued moral support of Nationalist China; expedite ship- 
ment of ammunition and supplies; provide military advisers, 
as we did in Greece, to insure the effective use of our equip- 
ment against the Communists; sponsor a guardianship over 
Manchuria consisting of the Republic of China, Great Britain, 
France, Soviet Russia and the United States, this guardianship 
to be maintained until the Generalissimo indicated the capacity 
of his government to administer the affairs of that important 
area; sponsor a trusteeship over Korea which would continue 
until the people of Korea gave evidence of their capacity to 
exercise complete autonomy. 

If these political, economic and psychological steps had been 
undertaken promptly by the United States Government, the 
Chinese people would have enthusiastically rallied behind their 
government and supported the program of rehabilitation and 
reconstruction. The Nationalists would have successfully cir- 
cumscribed and then eliminated the aggressions of the Com- 
munists. The guardianship in Manchuria and a trusteeship in 
Korea would have prevented the unilateral action of the 
Soviet Communists and their henchmen in those areas be- 
cause representatives of the free world would have been on the 
ground, armed with authority to exercise joint responsibility. 

I believe, that Communism and other forms of aggressive 
totalitarianism will continue to grow stronger everywhere, 
even here in our own citadel of free men, unless and until 
they are clearly confronted by our greater faith and stronger 
appeal in the fields of human endeavor. Either we Americans 
and all peoples friendly to us, believe in our destiny and 
vigilantly support our principles, or we must yield ignomini- 
ously to people of stronger appeal and of greater faith. But no 
matter how great our faith, no matter how sincere our purpose, 
no matter how strenuously we work to protect and perpetuate 

our great American heritage, there must be continuous di- 
rection and coordination of our efforts, under wise and cour- 
ageous leadership. Such direction and coordination can best 
be accomplished by global strategic plans, that insure the 
timely and coordinated employment of all our resources, 
spiritual and material. 


Monetary Policy 


ARE OUR MONETARY CONTROLS OUTMODED? 
By S. CLARK BEISE, President, Bank of America National Trust and Savings Association 
Delivered Before The Economic Club of New York, New York City, November 19, 1956 


Economic Club is so well known throughout the business 
world that one is particularly honored to have a part in its 
meeting. 

While crossing the continent to come to this dinner, I 
could not help but reflect upon the remarkable changes of 
recent years in the nation. Regional differences of thinking 
and practices are disappearing, and more and more we are 
finding common denominators in all parts of the country. It 
is not surprising, therefore, that businessmen everywhere, 
operating within the same economic framework, should exhibit 
a similarity of interest, outlook and concern toward the prob- 
lems and issues before them. The fact that a westerner can 
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come to the financial center of the United States to discuss 
monetary policy and controls with this distinguished audience 
is but one illustration of the point. 

Monetary policy has been a much discussed subject of late. 
The specter of inflation, rising interest rates and “tight money” 
all have worked together to direct our attention to this field. 
Monetary policy has been featured so prominently in business 
journals and the press that one scarcely can have avoided en- 
countering the topic more than once. Because of current 
interest in the subject, this seems to be an appropriate time to 
take a broad look at the structure of our financial system and 
see whether monetary controls as exercised by the Federal 
Reserve Board operate on too small a segment of our financial 
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to be effective. If you come to the same conclusion as I 
do—that they do—then we can examine some of the problems 
which make it difficult to implement a national monetary 
policy under existing conditions. 

Let us approach the issue of “Are Our Monetary Controls 
— by asking ourselves three questions: 

cae are the basic characteristics of our monetary con- 
trols? 

2. What is the structure of our financial system and does 

this structure respond readily to monetary controls? and 

3. In what directions may we fruitfully seek improve- 

ments? 

The answer to our first question may easily be found. The 
instruments of monetary policy, in the United States as in 
other countries, were designed to operate through the bank- 
ing system. Specifically, they were designed to control the 
volume of money and the availability and cost of credit by 
regulating the supply of bank reserves. Now, so long as the 
country’s banking system and its financial system were sub- 
stantially one and the same thing, monetary policy could be 
applied to a sufficiently broad base to be effective. But it is 
hardly necessary to point out that the financial system we have 
today is not the same as that for which our monetary tools were 
originally devised. The development and growth of financial 
institutions that are in many ways competitive with com- 
mercial banks has altered the pattern of our previous structure 
and has significantly affected the operation and control of our 
financial system. This, then, brings us to our second question. 

What is the structure of our financial system today, and does 
this structure respond readily to monetary controls? 

In the United States of 1956 we have a financial system con- 
sisting, on the one hand, of such public entities as the Federal 
Reserve Banks, Federal Home Loan Banks, Federal Land 
Banks, and Government pension funds; and, on the other hand, 
a wide variety of private entities. Among the latter are com- 
mercial banks, mutual savings banks, savings and loan asso- 
ciations, credit unions, life and property insurance companies, 
pension funds, investment funds, finance companies, and 
mortgage companies. This is by no means a complete list. 

These diverse organizations are governed by many separate 
laws, regulations and administrative bodies, and they are sub- 
jected to widely varying degrees of intensity of regulation. 
This situation has inevitably given rise to many inconsistencies, 
inequities, contradictions, and conflicts of interest. 

Now, how did this complex situation come about? One con- 
tributing factor—although not the whole explanation—is the 
piecemeal legislation enacted or administered by independent 
political agencies of federal and state governments. Beneath 
the surface conditions which evoked action, however, often 
flowed deep and powerful currents of public needs, as well as 
eddies of political expediency. Some of the legal restrictions 
affecting banking were originally adopted for the purpose of 
correcting previous excesses and abuses. Public opinion de- 
manded that there be no possibility of a repetition of such 
shortcomings. Some of the reforms of the past half century, 
however, have had the unforeseen effect of limiting the 
capacity of the banking system to mobilize savings and to 
finance our expanding economy. The result has been that other 
— have come into being, or have grown, to fill the 
void. 

The circumstances just described necessarily have produced 
a competitive environment characterized by different sets of 
ground rules, which place some institutions at a disadvantage. 
For example, certain regulations, such as those establishing 
high cash reserve requirements, as well as those that limit the 
tates of interest that may be paid on savings, apply only to 
commercial banks. Other regulations, including some which 
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affect the basis of taxation and others which limit the maturi- 
ties of loans and the amounts that can be loaned against real 
estate collateral, are more favorable to some of the financial 
institutions than to others. At the extreme, we find only 
nominal regulation, as in the case of finance companies. 

In addition to the tremendous proliferation and growth of 
private financial institutions during the past half century, many 
public credit institutions have also been established and today 
they play a very sizable role in our financial setup. 

As you know, the Government maintains certain specialized 
Federal agencies which provide credit or guarantees and in- 
surance for programs in various fields of activity, especially 
agriculture and housing. In some cases, these agencies extend 
credit directly to ultimate borrowers; in other cases they pro- 
vide markets for eligible paper held by their member institu- 
tions. To the extent that the banking system buys the obliga- 
tions of these Government agencies, these agencies act as in- 
termediaries between the banking system and the borrowers, 
and thus in effect substitute the Government's credit standing 
for that of the ultimate borrowers. This means that the banks 
wholesale this kind of credit at lower rates of interest and on 
different kinds of paper than would be the case if they retailed 
the credit. Of course, the public interest may dictate the Gov- 
ernment’s role in this process. But it should be recognized that 
these Federal agencies are not compelled by law to coordinate 
their policies with those of the Federal Reserve and that there 
can be, and at times there have been, serious differences of 
opinion regarding policy. The activities of these agencies, 
therefore, can and definitely do affect both the structure and 
functions of the financial system and the effectiveness of 
general monetary controls. 

In the private sector, evidence of the growing importance 
of lending institutions competitive with commercial banks but 
not subject to the same degree of regulation is particularly 
obvious in two major areas of finance—residential mortgage 
lending and consumer instalment credit. 

A parallel and more striking movement is seen on the other 
side of the ledger insofar as savings are concerned. During the 
last decade, savings in the form of commercial bank deposits, 
savings and loan association shares, and life insurance policies 
have all increased substantially. While time deposits of banks 
were rising by some $16 billion, the volume of savings and 
loan shares increased $25 billion. Annual premium income 
of life insurance companies more than doubled and reached a 
level of over $12 billion in 1955. The increased funneling of 
savings into these other channels has caused the portion going 
to commercial banks to decline, even though, in absolute terms, 
time deposits continue to show an upward trend. 

The reason for these changed patterns may in considerable 
measure be ascribed co the impact of taxation and regulations 
which have been more favorable to other financia! institutions 
than to commercial banks. 

Public interest in these matters extends far beyond the ques- 
tion of discrimination—the effectiveness of our entire system 
of monetary controls is involved. The reason for this is that our 
existing instruments of monetary policy apply directly only to 
the commercial banking segment of our financial structure. 
This means that the vast growth of other types of credit in- 
stitutions has narrowed the control base on which the pres- 
sures of monetary control are brought to bear. As this base 
is narrowed relative to the size of the whole structure, the 
response of the economy to Federal Reserve action becomes 
subject to much greater time lags and the dangers of policy 
miscalculations become much greater. 

In periods of booming prosperity, traditional monetary 
policy would call for the absorption of excess bank reserves by 
Federal Reserve sales of Government securities, and possibly 
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by increased deposit reserve ratios. At the same time, member 
bank borrowing from the Federal Reserve would be dis- 
couraged by higher rediscount rates. These measures would 
have the intended effect of restricting commercial bank \end- 
ing, thereby limiting further inflationary pressure from this 
direction. However, those institutions outside the banking 
system are not subject to deposit reserve requirements. More- 
over, Federal Reserve open-market operations do not directly 
reduce the total resources of such institutions, as they do those 
of commercial banks. This is because the Government securi- 
ties sold by the Federal Reserve are paid for with funds with- 
drawn from banks—not from o¢her institutions. Thus, higher 
reserve requirements fail to immobilize the cash reserves of 
nonbanks and open-market operations do not subject their 
resources to attrition. In short, two of the most powerful in- 
struments at the disposal of the monetary authorities are to a 
very large extent inoperative with respect to credit institutions 
other than commercial banks. Consequently, a policy of credit 
restraint may restrain bank lending but do little to restrain 
other lenders so long as they cam attract funds in sufficient 
volume. Tight money conditions enable them to pay high 
enough rates of interest to attract funds. 

This is the kind of situation facing us today. A tight money 
policy has tended to drain business away from the banking 
system, which és directly subject to policy decisions of the 
monetary authorities, and has tended to deflect it to institutions 
that are mot directly subject to such decisions. This makes 
policy execution increasingly difficult and thrusts upon banks 
the major burden of adjustment, since they must now both 
bring their own operations into line and also compensate for 
the operations of those institutions that the Federal Reserve 
System cannot reach directly. 

Of course, it is true that changes in Federal Reserve policy 
frequently set in motion powerful market forces that affect 
other lending institutions, even under the present arrangement. 
Reaction to these forces, however, is by no means uniform, 
reliable, or prompt. It depends mainly upon the impact on 
Government security prices and upon the reluctance of holders 
of such securities to sell them at a loss in order to obtain funds 
for making loans. 

Now you may hear it argued that new funds received by 
nonbank financial institutions represent new savings and there- 
fore that credit extended with such funds is noninflationary. 

This argument is weak, however, because some of the money 
placed with these institutions represents funds that are merely 
being shifted from existing bank deposits and do mot represent 
new savings. In fact, the combination of tight money and busi- 
ness prosperity makes it relatively easy for other financial in- 
stitutions to induce a shift of funds from banks. Therefore, in 
a tight money period, lending by these institutions greatly ex- 
ceeds that which could be financed by just the new savings. 

Nor is their expanded lending under these circumstances 
offset by a corresponding contraction of bank credit. The rea- 
son this is so, is that when a depositor transfers money from 
bank deposits to other forms of financial assets, the banking 
system as a whole does not suffer a loss in total deposits; there 
is merely a shift in ownership. Hence, there need be no actual 
reduction in bank loans and investments. There may even be 
no decrease in total time deposits because those people who 
subsequently receive the money, as it circulates, may build up 
their own time deposits enough to offset the transfer of funds 
by other people to the nonbanking institutions. 

Again it is evident that the inability of existing instruments 
of monetary policy to reach nonbank financial institutions di- 
rectly, coupled with the understandable reluctance of the Fed- 
eral Reserve to require an actual contraction of bank loans and 
investments, places rather narrow limits on the effectiveness of 
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an anti-inflationary policy. If financial institutions not subject 
to the Federal Reserve System’s policy decisions merely failed 
to react at all to such decisions, this in itself would limit the 
effectiveness of monetary policy, but at least would not con- 
travene it. However, to the extent that such institutions react 
perversely—by increasing their loan and investment portfolios 
at a faster rate in times of credit restraint—they actively under- 
mine policy. 

Clearly, we must seek solutions to these problems that limit 
the effectiveness of monetary policy in today’s environment— 
solutions which are fully consistent with the public interest. 
Thus we come to our third question: In what directions may 
we fruitfully seek improvement? 

Basically, the solutions must take the form of a coordinated 
set of principles, policies, regulations, and standards of com- 
petition governing the various components of our financial 
system, in order to make it more responsive to the actions of 
the Federal Reserve, as well as to reduce the present inequities. 

Now certainly it would be a monumental task to remove all 
of the various inconsistencies, inequities and gaps in our 
financial laws, policies and practices. But the adjustment of 
tax policies would represent an important move in the right 
direction. 

Yet other adjustments must also be made. Although much 
further thought and research must be given them, there are at 
least three which come to mind that are worthy of careful 
consideration. 

The first relates to the proper distribution of functions 
among the various types of financial institutions, both public 
and private. There is little doubt that with a somewhat dif- 
ferent alignment and delineation of functions, we could have 
a financial system that would be better oriented and co- 
ordinated, and more effective in its service to the public. 

The second concerns the borrowing operations of savings 
and loan associations from the Federal Home Loan Banks. 
Would it not enhance the effectiveness of national monetary 
policy to require such borrowings to be governed by the same 
ground rules and policies as commercial bank borrowings from 
the Federal Reserve Banks? 

The third is to consider ways and means of establishing 
some form of variable cash reserve requirement for nonbank 
financial institutions, similar in effect, though not necessarily 
in precise form, to the reserve requirements which banks have 
long been obliged to observe. Such a requirement could be 
varied by the authorities in the light of existing conditions, 
just as the present reserve requirements against bank deposits 
may be varied. Since the credit operations of nonbank financial 
institutions are assuming so important a role in our economy, 
the establishment of reserve requirements to control the 
volume of such credit would make monetary policy much 
more effective, because it would apply to a much broader base. 

There can be little question that our instruments of mone- 
tary policy need to be adapted to present day conditions. By 
this statement I do not wish to imply that the Federal Reserve 
Board has not acted wisely in the discharge of its responsibili- 
ties—quite to the contrary, the Board has performed in a most 
satisfactory manner, working with the tools we have given it. 
But with better tools, the Federal Reserve could do a more 
effective job. While few of us look with favor on extensions of 
governmental controls over the private economy, we must 
accept the need for them in certain instances. Some broader 
form of monetary control seems inevitable in the long run, in 
view of the changing character of our financial system. The 
decision we must make, therefore, is not whether there shall 
be such controls, but rather what kind of controls are most 
effective in the public interest. If nonbank financial institutions 
are not brought within the orbit of general monetary policy, 
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ROBERT R. YOUNG 


we can almost certainly predict that inflationary pressures will 
ultimately lead to the imposition of selective credit controls, 
such as those which were imposed on instalment credit and 
mortage credit during the war and part of the postwar period. 
Experience has taught us that selective regulation of lending 
is harsh in its impact, difficult to administer, and uncertain in 
its ultimate results. Institutional lenders, therefore, should have 
an interest in improving the effectiveness of general controls. 

The threat of inflation is not restricted to the emergencies 
of sudden mobilization and war. As we succeed in maintaining 
maximum employment and output, and in fostering economic 
growth and prosperity, we will be pressing the limits of our 
resources as a more of less mormal state of affairs. In these 
circumstances, savings may easily be sacrificed to consumption 
and we may find ourselves trying to consume and invest more 
than we produce. The possibility of inflation may thus be a 
continuing rather than an infrequent and sporadic threat to 
economic stability. 

It seems quite evident, therefore, that unless the lending and 
investing operations of more financial institutions are brought 
within the orbit of national monetary policy, we cannot rea- 
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sonably expect monetary policy to be fully effective. Clearly, 
this is a matter of fundamental importance not only to all in- 
stitutional lenders but to our national life as well. Our economy 
is developing and changing rapidly. Our financial system must 
adjust to these changes. Adjustment will be easier and more 
effective if it is founded upon the concerted judgment and 
experience of the entire financial community—not just a por- 
tion of it. 

Accordingly, as others have already suggested, it would 
be both appropriate and timely for the President to appoint a 
nonpolitical commission to make a thorough review and 
analysis of our entire financial mechanism. The commission 
should operate under the broadest terms of reference. Cer- 
tainly the magnitude of the subject and the importance of the 
task justify a major approach of this character. 

The fate of the whole western world rests squarely upon 
the shoulders of the United States, so we must make and keep 
ourselves strong—not only militarily, but also economically. 
There is no better way to ensure such economic strength than 
through a sound financial system. Let us be sure that nothing 
is left undone that will help bring this about. 





Whose Inflation? 


GOVERNMENT'S OR BUSINESS’? 
By ROBERT R. YOUNG, Chairman, New York Central Railroad 





Delivered Before The Economic Club of New York, New York City, November 19, 1956 


OU HAVE HEARD and read much about the rising 

interest costs and shortages of credit which promise to 

become the most important domestic problems facing 
this Administration, adding a powerful new inflationary force 
to an already hardship situation. There is not only the direct 
cost in higher interest but also the reduced productivity that 
must eventually flow from postponed capital projects. 

There are other far more inflationary forces, however, which 
are ignored by most of our writers and speakers. Indeed, there 
seems to be a calculated effort to suppress the facts about infla- 
tion. 

Mr. George Humphrey, in a recent speech, boasted of the 
stability of the Republican dollar, implying that the rise in the 
cost of living under the Democrats was due to: “arbitrarily 
cheap and plentiful money.” 

Dissenting from this view as a business man, and not as a 
partisan, my experience is that easy money under the Demo- 
crats encouraged increased capacity and automation which 
made operations less costly, thus slowing the rise in the cost 
of living. The real inflationary forces, the wage spiral and the 
export of capital, go on unabated. 

Wage increases have not been a necessary adjustment to 
inflation, as we are taught to believe, but are its prime cause. 
Since 1932 wage rates have risen an enormous 320% while the 
increase in consumer prices has been only 100%; thus it is 
plain that wages have led and prices only sluggishly followed. 
The only possible way to maintain this relationship if wages 
continue to be forced up is to increase productivity still further. 
Tight money discourages it. 

And as for the export of our savings. Republicans once were 
so high-principled, they said, that they opposed Democrats 
on a few millions of badly needed relief for the unemployed. 
Last summer they bemoaned an appropriation of $4 billion 
of Foreign Relief for Heaven-knows-whom because, as they 
alleged, it was not enough. You Economists know why the 


“hand-out” overseas, because it does not fill a domestic need, 
is more inflationary than a “hanJd-out” at home. 

Our fiscal authorities have correctly attributed our resulting 
capital shortages to a deficiency in savings, but they behave 
like stern fathers pointing to our piggy banks; saying nothing 
about the fact that the old-fashioned American savings that 
once went into common stocks, life insurance and time de- 
posits, continue to be siphoned off to find their way eventually 
through foreign bureaucrats and entrepreneurs into the gam- 
bling casinos and wine cellars of the Riviera. You remember 
that wry line that came out of 1929, “Where are the customers’ 
yachts?” Now, on those rare occasions when I can make the 
Mediterranean, I wonder, “Where are the Americans’ yachts?” 

No; business cannot be made the scapegoat for inflation be- 
cause of its abuse of credit or its failure to save. It has been as 
frugal in its demands on bank capital as it has been efficient 
in reducing costs; for, I find that our gross national product 
since 1929 has risen nearly four times as fast as bank capital. 

Our money managers flatter themselves when they pretend 
that they check today’s inflation by the orthodox measures 
which they should have used to stop the flow of credit into the 
stock market in 1929. Those 10% margins were the indirect 
cause of the New Deal, hence most of today’s troubles. If they 
would really check inflation they would call upon Congress 
to curb the excesses of labor and taxes. Only thus can our 
savings meet the capital needs of constantly growing demands. 

There is no failure to appreciate the dangers of inflation; 
for, Mr. Humphrey has described it as “the cruelest form of 
thefr—a theft with the greatest harm to those least able to 
protect themselves.” Yet in a Treasury bond advertisement, 
built around his personal signature and photograph, The Secre- 
tary characterizes Savings Bonds as, “a reservoir of future pur- 
chasing power.” Perhaps his legal advisers helped him with 
that word reservoir—a receptacle which can be drained down 
to the last drop; for, half of the original purchasing power 
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of these Savings Bonds has already gone down the drain. 

To inflate labor at the expense of agriculture, housing, trans- 
portation, the service industries, and the white collar class, all 
of whose income lags far behind labor's, is also a cruel form of 
chefr, as cruel as it is to strip those who retire of their hard- 
earned pensions. It is only by such thefts that Mr. Humphrey's 
boasted honest Republican dollar has been temporarily sus- 
tained—to go a glimmering when these tardy segments catch 
up, as they must, if their worn out facilities and denuded pur- 
chasing power are to be renewed. The alleged benefits of this 
built-in wage inflation in which most must lose for a few to 
gain are wholly immoral. And as Mr. Humphrey says, the 
losers inevitably are those least able to protect themselves. Al- 
ready, some of our pensioners seek Congressional relief; and, 
frankly, they are entitled to it. 

Those who believe the left wing line, unanswered by busi- 
ness, that our present full economy is based on rising wages, 
lavish defense and careless foreign relief, should be reminded 
that we spent on our defense establishment in 1929 less than 
2% of what we spent last year and foreign relief was un- 

dreamed of. The prosperous “Twenties” were founded on de- 

clining prices and taxes accompanied by huge reductions in 

Government debt—three stimulants, time honored in their in- 

tegrity, now widely feared as deflationary. We might have ex- 

pected Harry Hopkins, still plagued by unemployment after 
‘ six years of the New Deal, to tell us that to avoid a recur- 
rence of 1929 we must accept wage inflation, wartime taxes 
and a foreign policy of universal meddling; but we hardly 
expected a Cabinet drafted out of big business to tell us that. 

The great depression was not, as many would have us be- 
lieve, a normal phase of the old-fashioned economy, because 
the brief down swings of all but that one out of our many 
economic cycles were more salutary in their aftermaths than 
otherwise. The crash of 1929, why that could no more recur, 
even without our new checks and balances, than could Amster- 
dam's Tulip Craze. 

Another popular delusion our money managers should brand 
as a fraud is the constantly preached one that our foreign 
trade must be preserved even at the cost of war. The net 
profit on our foreign trade from the time of wise George 
Washington on down to our 1914 entanglement amounted to 
only 2% of the cost of the firsts World War. The second which 
grew out of our continued meddling in and still further parti- 
tion of already hopelessly carved-up Europe cost us 7 times 
as much as the first. Even that little “police action” against 
the North Koreans cost us more than the profit on all our 
foreign trade since Columbus, as much, perhaps, as it would 
have cost us to stamp out the seat of infection in Moscow 
once and for all. 

Neither would there have been this Korean war if we had 
not created the 38th parallel; and, of course, our partition of 
Palestine is the self-imposed last straw that now leads us to 
brandish our nuclear weapons. It is in keeping with the moral- 
ity of our foreign policy decisions that we resort to these 
strong measures, not when Poland, Indo China or South Korea 
are violated, but only when Russia threatens to carry out our 
very own 1950 joint commitment with France and Britain to 
suppress any aggressor in the Mid-East: a hodgepodge of 
Allied blunders we now dump on the U.N. As a result, when 
once there was no nation that did not admire and respect us, 
now there is not one that does. If we in business parlayed such 
holocausts out of such expenditures we would face many more 
proxy fights than some of us have recently enjoyed. 


Lest some of you think that inflation and foreign policy are 
of no concern to a railroad man, let me remind you of this: 
While our politicians in their subsidy and tax discrimination 









have held first class passenger fares since 1929 down to a puny 

rise of only 18% they have encouraged rail wages to triple. 
Coach fares are actually lower today than they were 27 years 
ago. 

Our railroads no sooner stagger up from one of these wage 
increases than they are met by the bludgeon of the next: “pay- 
offs” to our only Congressionally-licensed monopolists, a 
process of exploitation of the less favored unctuously called 
“Negotiation.” And what could be more inflationary, more 
degrading, more destructive of the joy of accomplishment, 
than a work rule which requires two men where one is needed? 
To subvert man’s enterprise is to corrupt his Divine gift of 
aspiration, the quality which elevates him from the animals. 
Crush this precious gift entirely and we become no more than 
bovine chewers of the cud, easy prey to the voracious and 
insatiable State, malignant or benign. 

If anything can be more inflationary than a wage monopoly 
it is taxes. Under the Monroe Doctrine our taxes were virtually 
nothing. Under the World Meddlers they eat up a third of the 
national income. As a result consumer prices are grossly higher 
than they would otherwise need be. 

And those who think taxes, the price we pay for our con- 
stant failures in foreign policy, do not warp ambition and curb 
enterprise have never sought to pry a man out of a good job by 
a big salary increase. Nor can I blame a family for not wanting 
to pick up and move just to serve as a conduit to the U. S. 
Treasury, and thence to some Greek Syndicate. So little is the 
material reward left for high attainment I would pause before 
advising a young man to put a medical career very much ahead 
of that of a golf pro. Why should the family doctor respond 
to calls at all hours from neighbors who practise the organized 
slowdown and, consequently, yearn for Mr. Nixon's four-day 
week. And speaking of the idle rich, the big houses of the 
Lords of England, who have time only for trouble making, 
can be converted into museums without any loss to their 
economy. But we must preserve the material rewards of our 
pioneers of Business if we are to go on enjoying their miracles. 
If they must be leveled down, let's be selfish about it and wait 
until their death, as God does. 

The last cut of any consequence in the steeply graduated in- 
come tax, the joint return, came away back in 1948. It is one 
thing to work overtime in wartime, or from force of habit, but 
in this new peacetime culture of universal mediocrity imposed 
upon us by the tax guillotine, will coming generations aspire 
to promotion with its accelerating responsibilities at decelerat- 
ing rewards? 

Just as the railroad man cannot forget inflation and taxes, 
how can you forget your dependence on cheap transportation 
whe. its urgency is registered in all the bloody pages of his- 
tory. Go back far beyond Suez to the legendary days of Troy 
whose site, at the entrance to the Dardanelles, dominated the 
dark waters that flow down out of Europe and Asia, the 
World’s greatest land mass. The lading of ships, however, in 
those days was mostly light merchandise and it was not until 
the last half of the past century when the rails enabled us to 
tap our coal, cement and ore that heavy industry evolved. 
Fortunately, our form of government, so wisely founded, was 
yet too young to hamstring business after the foreign fashion. 
Hence, our native enterprise, stimulated by the prospect of un- 
limited and untaxed gain, took advantage of that cheap trans- 
portation and our natural resources to create a standard of 
living that can be appreciated only by traveling abroad. 

We can be grateful that this combination of circumstances 
took form about the Great Lakes and not the Black Sea. Our 
ton mile rate by rail is only a fraction of what it is in other 
countries, adequate explanation in itself of the vast disparities 
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in our standards of living. Those Americans who loathe 
Capitalism should be confined, say for 10 years, to some of 
these over-governed and under-railroaded foreign countries 
they prod us into emulating. Only in Germany is our indus- 
trialization closely approached. So great is the contrast in 
poverty as we get nearer the Iron Curtain, we easily see why 
Russia with the help of most of the rest of the world failed 
twice to defeat Germany until we allied ourselves, first, with 
the Imperial Czar, and then with his Communist murderers. To 
day, if it were not for the atom bomb, which we gave her, we 
could force her back into her own borders with no more cost 
than an ultimatum, so internally rotten she is. 

West Germany, miraculously restored, despite our postwar 
demolition gangs, could redeem the Poland we encouraged to 
resist her and then treacherously betrayed. Yes, Germany 
could completely neutralize and contain Russia if we would 
only let her, thus relieving us of our occupation costs, the 
deadly peril in the Mid-East to say nothing of the Far East, 
and all that we spend on our mercurial allies. 

Penalize Ford, duPont, General Electric, with British or 
French socialized rail rates and service and their wonder prod- 
ucts would wither into a fraction of their present volume, 
conceding that they could have been achieved in the first place. 

It would take 450 truck drivers to move the coal that can 
be moved by only five men in a 150 car train, and two of these 
five are feather bedded. Neither the truck nor the bus could 
possibly compete with the rails if they paid for their own 
rights-of-way; nor could our subsidized airports have been 
brought into being if their steel and concrete had not reached 
them by rail. 

It is only because our harbors and waterways are served by 
the railways, built and dredged by the taxpayer and protectea 
by our rate makers, that even water can survive rail competi- 
tion. The boat not only consumes more fuel but it requires 34 
men to move the ore that five men move by rail, and the rail 
moves it faster. 

You would think then, reward being a function of service, 
the railroads would be rich. Instead, since 1929 their rate of 
return on investment has averaged only 3.4% and in no peace- 
time year since 1930 has it exceeded 4.3%. Because of cheap 
political pressures from members of the Cabinet and Congress 
on the Interstate Commerce Commission and because of the 
resulting timidity of railroad men, the traffic of this rich 
country has not been made to bear its fair share of transporta- 
tion costs—a sop to the pressure groups which in the end has 
meant only higher rates and poorer service. This Republican 
year, supposedly favoring big business, was ironically not 
nearly so good for us as our last years under the New Deal. 
Could there be a greater warning against encroaching govern- 
ment than this sorry record of our first big regulated industry? 

More than one-third of the nation’s freight cars and two- 
thirds of its passenger cars are over 25 years of age. Many are 
35 and 40; and the rust and rot advance. Superimpose a 
national emergency, and where would we be? If current rate 
relief requests are not granted in full your two largest railways 
may be forced to stop buying passenger equipment for all time. 
We have just faced a shortage of at least 100,000 freight cars, 
one billion dollars’ worth, from which nearly every business 
suffers. To replace every car over 20 years of age would require 
$12 billion and it would pay for itself out of savings. Large 
immediate expenditures would be no less self-amortizing in 
many other areas of railroad physical plant; but how can you 
borrow at 544% to renew a plant which earns 3%? A ten per 
cent decline in our car loadings and most of us would be at the 
brink of bankruptcy, so small are our reserves and narrow our 
margin of profit. And in the face of these well-known needs 
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of our railroads there are those who advocate defense and relief 
expenditures just as a means of keeping our people employed. 

Local public servants force us to continue marginal rapid 
transit services of a trolley car type which they themselves 
have long since abandoned, scores of trains that average only 
a handful of passengers a day. At the same time other public 
servants grant subsidies to the airways and highways which 
threaten the continuance of main line trains. Can such dis- 
crimination and regulation by any stretch of the imagination 
be in the public interest? 

And at the top level, supposedly, of national enlightenment, 
Congress recently threw out the excise taxes on admissions to 
movie theatres but continued them on admissions to passenger 
and freight trains, the one forced to carry more than 95% of 
our troops and the other more than 90% of our freight in the 
last war. Imagine, imposing a special excise tax on our only 
all-weather freight and passenger service, essential to troop 
and civilian movement, which already loses $700 million a 
year on its passenger trains. The tax on freight is an added 
inducement to already rich industries to go into self-transporta- 
tion so that they get richer and the rails poorer. Cannot those 
responsible for such follies see that if the finished product goes 
out by truck they must pay more for the raw materials to come 
in by rail? 
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This I know: sound railways in America are a hundred 
times more important to us, even to France and England, than 
the Suez Canal. Yet, the rails are left to the mercy of cheap 
politics while for Suez solemn treaties are torn up, and five 
nations blaze away at each other with munitions freely fur- 
nished at the expense of you and me and these railroads. In- 
deed, Mr. Malenkov is smiling. Yes, here we sat, our railways 
unequal to their peacetime tasks, while millions of our dollars 
were poured into foreign railways. It makes one wonder, doesn’t 
it? Could Russia have been a straw man? Here is an hypothesis 
which would explain Yalta, Hiss, Berlin, China, Korea, and 
many other riddles. Otherwise, how can the Office of Defense 
Mobilization close its eyes to our Achilles heel, our railroads. 

Yes, this great rail service that does so much for our defense 
at no cost to the taxpayer has been pauperized and made the 
butt of politicians, newspapers, taxing authorities, ambulance 
chasers, college professors, and government agencies for a full 
generation, while its rapidly growing competitors are sub- 
sidized and tax exempted. There are those who loathe capita- 
lism because they feel frustrated in it; but, we have other more 
dangrous internal foes who are fully as energetic and ingenious 
as tycoons. Most men are builders; a few are wreckers. Indeed, 
I fear that if we of the right fall it will be because, busy at the 
top, we underestimated the sappers at our foundation. Be that 
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as it may, the rails being the very core of our capitalistic 
system, it is not hard to see why its enemies have made them 
their first line of attack. If they go, the rest will not be slow 
to follow. 

Our inflationary troubles then are not of business unless we 
are to blame ourselves for having failed to give the lie to the 
coolly calculated mis-education of an otherwise conservative 
and intelligent people. For, it is the inflation and abuse of 
credit by government, not by business, which threatens to stall 
our rising standard of living and to strike at the heart of 
private enterprise. 

The miracles of transportation and business have so far 
checked the degenerative forces of progressively burgeoning 
government but the beginnings of capital shortage indicate 
that the string has about run out. 

We can stop inflation, we can reduce taxes, we can stop 
squandering abroad our essential resources and the flower of 
our youth. Indeed, we can return peace to the world, but only 
by seeing that real issues, and not personalities, decide our 
Presidential elections. The results of this last, while a high 
tribute to our President, were a well-merited rebuke to his 
party, because even with his enormous help it lost the Con- 
gress, the first time in 108 years a President has failed to 
carry his Congress. Yet, our people are divided ten to one on 
the vital questions of war, taxes, labor monopoly, and foreign 
relief, to which the Democrats were once so peculiarly vulner- 
able. If the Republicans had critically debated these issues 
they could have made a clean sweep of the Congress and held 
it continuously since 1940. Yet, for some strange if not sinister 
reason, our two political platforms, for five Presidential elec- 
tions, now, have been so controlled as to scotch, whatever 
happens, any debate of those policies which the most of us 
fear and condemn. 

It becomes, therefore, far more important to business to 
sell economic truth and a foreign policy of national sanity than 
it is to sell soap. For, it is as alarming as it is incredible that 
sixty-one per cent of our high school seniors, for example, do 
not believe in the need for profits; 82% do not believe we 
have competition in business. This can only reflect equal 
ignorance at home. Yet, we in our advertising budgets are the 
only visible means of support of the communications system 
in this country, some of whose writers and commentators, 
taking their lead from Washington, distort the statements and 
policies of big business to its discredit and burn the midnight 
oil to aid the world meddlers of both parties in suppressing our 
majority views. If we do not organize to out persuade them, 
they will one day purge us. Even now their neglected and 
underpaid mentors hold most of the key spots in Washington, 
irrespective of party; reason enough for the fact that we seem 
always to have two policies, a good one and the rea! one. For, 
our Cabinet members and Congressmen are easily diverted, 
busy as they always are with the next election because our in- 
sane system of re-election forces them to be. Most of our 
statesmen, educators, broadcasters and publishers, equally 
plagued by this fifth column, would welcome the help of 
business in restoring our country to its once high standards. 

Our President has already urged upon Congress the only 
constructive transportation legislation ever to originate in the 
White House. He shows encouraging signs of breaking away 
from the left wing foreign policy lite of universal involve- 
ment. Enjoying the respect and devotion of our people as he 
does, he can achieve a complete reorientation of government 
policies to the wishes of the 90% without undue shock to 
our immensely vital economy. We believe he will seize this 
opportunity. If he does not, a champion of the majority will 
surely arise, as some day one will in Russia. 





